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. INTRODUCTION

The cost of child care is widdly recognized as a mgor barrier to employment for low-income
mothers of young children. Even modest child care costs can drain the budgets of low-income
families. As a result, many of these families struggle to find free or low-cost child care in order to
support their work activities. Because child care cods effectively reduce the net wage that mothers
can earn, higher child care cods are associated with a lower probability of employment for women
with children.

The negative effect of child care costs on the employment decisons of low-income mothers
offers an important rationale for providing financid assstance for child care expenses, and indeed,
child care assstance has long been part of the package of support services for wefare recipients
entering employment. More recently, the amount of funding for child care assstance was an
important part of the welfare reform debate in 1996. The design of child care assstance programs
Is a criticd component of the issues welfare adminidrators must congder in promoting work and
reducing welfare casdoads.

Policies desgned to offer child care assstance in an equitable manner (for example, by
providing more financia assdance to lower-income families) may dter work incentives in
unintended ways (for example, by reducing the effective return to greater work effort). Policies
designed to make child care more affordable may aso affect the willingness of child care providers
to supply child care services to low-income families. Policymakers need to know the extent to
which parents and providers are sengdtive to changes in child care prices in order to design policies
that most effectively support employment. Moreover, while child care asssance may provide
critical support to families leaving wdfare, it may aso hdp prevent families from .entering the |
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welfare sysem. For example, families who must pay for child care without a subsdy may not be
able to sudan these payments in the event of a persond financid emergency, making them
vulnerable to job loss and wefare. Similarly, if child care assstance is much more available to
families on wefare than to families who are not, working parents who are struggling to pay for child
cae may return to wefare to qudify for child care assistance.

As part of the Persona Work and Responshility Act of 1997 (PRWORA), Congress ended
severd wefarerdated child care assstance programs and folded them into the Child Care and
Development Block Grant (CCDBG). The AFDC/JOBS Child Care program, the Trangtiond Child
Care program, and the At-Risk Child Care program were al repeded, and child care funding was
combined under the Child Care and Development Block Grant (CCDBG) program. As was
previoudy the case in the CCDBG program, sates were given substantid authority for defining
eligibility and benefit levels for child care assgtance. In this chapter, we discuss the CCDBG, other

current subsidy programs, and the main themes of this paper.

A. THE CHILD CARE AND DEVELOPMENT BLOCK GRANT (CCDBG)

The CCDBG is desgned to assst low-income families, families recaiving wefare, and families
making the trangtion from welfare to work in obtaining child care o that they can work or attend
education or training programs. Most features of the program are the same as the previous CCDBG
program, except that states now have the opportunity to fashion a child care assistance program that
will support low-income families seamlesdy through the trangtion from welfare to employment.
Many dates are now grappling with the issues of how best to support this trandtion and how to
define the digible populaion and benefits so0 that families most in need of child care assstance can

recave it.



The CCDBG made available $2.8 hillion to dtates in fiscd year 1997, an increase in child care
funding of $698 million oyer fiscd year (FY) 1996 levels Funding is provided in three streams
discretionary funds, which are provided to dl dates under the rules for aloceting prior CCDBG
funds, mandatory funds that are provided to dl states based on historical spending levels for 1V-A
child care programs, and mandatory funds that require a state match, which are provided to dl States
a the Medicad matching rate (FMAP) if they maintain prior 1V-A date child care expenditures.
States must spend no more than 5 percent of these funding streams on adminidretive activities.
They are dso required to spend at least 4 percent of tota funds on quality-related activities,
including but not limited to licenang, ingpection, establishment and maintenance of computerized
child care information, and resource and referrd services. States may use a portion of CCDBG funds
for respite child care for child protective services cases. Information on the proportion of CCDBG
funding used for this purpose in each date is not yet avallable, but program regulaions date that
repite care should be “an infrequent use” of the CCDBG funds. In addition to the CCDBG child
care funds, states may use funds from the Socid Services Block Grant (SSBG or Title XX) program
for child care services. Many dates use part of the SSBG for child care.  States may aso transfer
up to 30 percent of their TANF block grant to the child care block grant to be used for child care
subsdies. Some dates are dlocating additiona state funds to child care subsidies to provide more
support for the employment of low-income mothers.

The totd amount of funding available for child care and early childhood education services from
federd, state, locd, and private sources is not known with any certainty. States combine federal and
date funding sreams in complicated ways as they administer child care programs. Organizations
use different definitions of subsidies and early childhood programs that are funded by the states and
the federal government. No central source of information on state child care spending exists. Loca
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and private funding for child care is difficult to track in a sysematic way. Jones e d. (19998)

esimated that the federal government, states, and foundations spent a least 17.5 hillion on early

childhood care programs (including subgdies) in recent fiscd years, dthough the amount of Hate
funding was underestimated because the available data are incomplete. Stoney and Greenberg
(1996)-estimate total spending on early childhood programs by government and foundation sources
a dbout $164 hillion annudly. These authors point out that understanding the size of the
contributions of nonfedera sources to early childhood programs is now much more important
because of devolution.

B. UNDERSTANDING THE EFFECTS OF CHILD CARE COSTS AND SUBSIDIES ON

THE EMPLOYMENT OF LOW-INCOME PARENTS

The effects of child care costs on the employment of low-income parents, and the ways in
which child care subsidy policies support employment by making child care more affordable and |
expanding child care choices, are the main themes in this paper. In the next chapter, we discuss what
is known about the child care needs and resources of low-income families, and the cost of child care
they face in the market. We aso discuss the effects of child care cods and subsidies on the
employment decisons of low-income parents. The research literature has shown that mothers
employment decisons are moderately sendtive to child care cods. Therefore, child care subsdies
hold the potentid to encourage employment among mothers leaving wefare.

One of the ways in which subsdies can encourage employment is by providing mothers with
the financia support to afford their preferred type of child care. Subsdies can dso enable the family
to have higher disposable income when parents are working. However, child care subsidy policies
can change the relative prices of different forms of child care and parent’s perceptions of the relative
costs and benefits of employment. This, in turn, can lead the parent to make different employment
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and child care choices than she would in the absence of subsdies. Underdanding how variaions
in subsidy policies may affgct employment and child care choices is important if policymakers are
to design optimal subsidy programs that encourage work at a reasonable cost to the program. These
issues are discussed in Chapter |11,

In Chapter 1V, we discuss how subsidy policies and regulations affect the choices that child care
providers make with respect to the supply of child care, including quantities, quality, and prices.
Providers react to changes in payment rates and regulations that affect their costs and may affect
thelir podtion relative to other providers with whom they compete in the market. Understanding
providers reections is important if we want to desgn policies that ultimately help parents as they
are intended to.

The purpose of this paper is to provide background for developing a research agenda that would
inform the design of child care policy oriented toward families leaving welfare for work and toward ‘-‘\\M
low-income working families in generd. The find chapter summarizes what we know about the cost
of child care and its rdationship to the employment and child care choices of low-income parents,
and proposes an agenda for future research. Two companion papers review research on the links
between employment and the qudity of child care and the issue of flexibility in family Stuations,

jobs, and child care as it relates to the ability of parents to find a job and remain employed.
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[I. LOW-INCOME FAMILIES IN THE CHILD CARE MARKET

We begin with a discussion of the financia resources of families headed by a low-wage earner
and the consequent financid burden of child care on these families. Because the prevaling prices
of different types of child care affect parents choices of child care and thelr employment decisions,
we end with a discusson of empirica estimates of the sendtivity of women's employment decisions
and child care choices to the level of child care prices.

This chapter examines the relaionship between child care costs and employment to establish
a basc undergtanding of the decisons made by low-income families in the current child care market.
We do not condder the effects of subsidies on family decisons at this point in our andyss because
their choices are not necessxily influenced greetly by the subsdy sysem. The totad amount of
public resources available for child care subsdies for low-income working families has grown
subgtantiadly over this decade; yet, the vast mgority of low-income families do not receive assstance
paying for child care. Rough estimates suggest that child care assstance is recaived by families for
only about 1 in 10 dligible children, dthough we lack criticd, basic information linking data on
current sate rules for child care program digibility, and family income and characteristics by Sate,
and information on the number and characterigtics of families participating in child care subsidy
programs that would support a more definitive estimate of the number of digible children by date

and paticipation rates by state and demographic group.



A. THE ECONOMIC PROBLEM OF CHILD CARE FOR LOW-INCOME FAMILIES
To work outsde the home, many low-income parents need to find child care for their young

children. However, low earnings make it difficult for them to afford the potentidly high cost of

child care. These issues of need, resources, and affordability are important determinants of the

employment decisions low-income parents make with respect to child care.

1. The Need for Child Care

If we congder only families receiving wefare, we find that there are many children who would
need child care if their parents went to work (U.S. House of Representatives 1998). In 1995, 9.3
million children received welfare, and the vast mgority of these children would need care if ther
parents were working. Nearly hdf of dl children in wefare families are under 6 years of age, and
would therefore need care during al of the parents work hours. Nearly one-third more of the
children in welfare families are in grade school (ages 6 to 12 years), S0 depending on the parents
work schedule, they may need someone to care for them only part-time, outside school hours.

From the perspective of parents on wdfare, many have a least one very young child who would
need care during dl of the parents work hours. Nearly 40 percent of the paren';s on welfare have
an infant or toddler (and possibly some older children) who would need care if they worked. Nearly
one-quarter more of the parents have a preschool-age child (and possibly some older children) who
would need care if they worked. Overal, 62 percent of the parents receiving wefare would need
to secure child care for a substantid amount of time during the day for their children who are not yet
in school. Another 24 percent have a child in dementary school who would need supervision
outsde school hours.

Many working families who are not receiving wefare dso have a rddively low income and

young children. Although low-income working families have presumebly found child cae \
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arangements, this solution may not be permanent. The low-cost arangements meny of these
mothers may find can be ungtable or of low quaity and may leave them vulnerable to child care

problems that can lead to work disruptions and the need for wefare assstance. In fact, many women

have in past years moved between wdfare and employment so that the digtinction a a point in time
between the “wdfare’ and “working” poor may not be a meaningful one. Rdigble, good-quality
child care arrangements may be necessary to support the employment of both the welfare and

working poor, and the cost of these arrangements may be subgtantiad in rdation to their income
levels. If we congder only families in poverty, there were about 4.1 million children under age 6
recalving welfare in 1995. An additiond 1.7 million children under 6 were living in poor families
that did not receive wdfare. The working parents of many more young children have an income near
the poverty line and so might need child care assstance in order to continue working. We discuss

how parents employment choices are influenced by child care costs in Section B of this chapter.

2. Families Resources

Families leaving welfare for work are expected to have relatively low earnings. Burtless (1995
and 1997) followed a group of women leaving welfare for work over the period 1979 to 1990. The
median wage for a worker entering the labor market was just over $6 per hour, or just over $12,000
per year (in 1993 dollars). The lowest-paid decile of workers earned about $5 per hour or less, and
the highest-paid decile of workers earned about $9 per hour or more as they entered the |abor market.
The women included in this study typicaly worked part-time and/or part-year, and since part-time
workers tend to earn dightly lower wages than full-time workers, this average wage may under-
esimate what these women might have earned at full-time jobs. However, Burtless (1995 and 1997)
aso points out that, because wefare program rules did not require many women to work in the

1980s, the women in this study who were working were those with more skills and fewer barriers
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to work, which means that the average wages in his sudy may over-edimate what the average
womean leaving welfare today might earn.

Low-income working families generally have more resources to work with than earnings done.
The Earned Income Credit (EIC) provides a maximum of $2,2 10 per year to a working parent with
one child, and a maximum of $3,656 per year to a working parent with two or more children (for tax
year 1997). The credit is phased out starting at earnings of $11,930 per year for a family with two
or more children. The EIC ends a an adjusted gross income of $29,290. Food stamps are aso
avalable to low-income families with a gross income (including earnings and EIC) beow 130
percent of the federd poverty line, or $17,329 for a family of three in 1997 who meet certain other
digibility reguirements. In FY 1991, monthly food stamp benefits averaged about $170 per
household, or about $2,000 per year. Food stamp benefits are reduced by 30 cents for each
additiond dollar of income. The Congressonad Research Service (CRS) has developed estimates
of digposable income a various wage levels for a mother of three in one state (Pennsylvania). CRS
cadculates digposable income as the family’s income after adding the EIC, welfare benefits, and food
samps, subtracting socia security taxes and any federd and dtate income taxes, and subtracting
work expenses (10 percent of earnings up to a maximum of $100 monthly for generd expenses, plus
child care costs) (U.S. House of Representatives 1998). We have revised the caculations to omit
child care costs s0 that we can condder what the family’s disposable income is before child care
costs. As gross earnings rise from $2,000 and $15,000, disposable income rises more dowly, from
$9,773 to $16,803, as wefare benefits, the EIC, and food stamps are gradudly withdrawn, leaving
net earnings as an ever-larger share of total income. Figure 11.1 shows how gradudly disposable

income rises as gross earnings increase. A mother earning $6 per hour, or $12,000 for full-time, full-
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year work, would have disposable income of $15,63 1 because the EIC and food stamps exceed the
amounts paid for socid segurity taxes and general work expenses.

Many observers believe that women leaving welfare may need some assistance for a year or two
while their wages are low, but that after a few years, their wages will rise, and they will achieve self-
sufficiency. This may not be the case for most wdfare recipients. Burtless (1997) shows that
between 1979 and 1990, the median real wage of women who had once received welfare rose from
$6.07 to $6.72 per hour’ — an increase of about 11 percent over the entire decade. With annud
earnings risng (for the median worker) to only 15 percent above the poverty line after 11 years,
many women would dill have difficulty meeting child care expenses on their own. With such dow
expected wage growth, families leaving wefare will not have sgnificantly more resources for child
care for the entire period over which their children are young, and they face subgtantid child care
expenses. The obstacles to wage growth are dignificant. The earnings capacities of these women
are low as they enter the labor market, and skill-building programs are not expected to improve their

wages Subgantialy.

3. Child Care Costs and Supply

Child care costs are a mgjor work-related expense for mothers of young children, and even more
s0 for low-income working mothers. The most recent data on child care costs are from fall 1993,
when it was estimated that the average weekly cost for paid child care for a child under age 5 was

$64, or about $3,2000 per year (Casper 1995). The cost of care varies by type. Care provided
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FIGURE 1.1

DISPOSABLE INCOME AT VARIOUS WAGE LEVELS
BEFORE CHILD CARE EXPENSES, MOTHER OF
THREE, PENNSYLVANIA, JANUARY 1997
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Source: Based on calculations by the Congressional Research Service U.S. House of Representatives 1998), pp. 408-409.



by nonrdatives in the child's home was the most expensve a $68 per week, followed closdy by
care in centers, preschools. and other organized care facilities at $64 per week. Family child care
(care by nonrdatives in another home) cost approximately $52 per week, and care provided by
relatives (excluding fathers and siblings) cost $42 per week when they were pad for care.

Child care cogts dso vary by the age of child, infant care being more expensive than preschool-
age care. In 1993, the weekly cost of paid care for an infant was $72, while for older children it was
about $60 (Casper 1995). Child care expenses increase substantidly when the family has more than
one child under age 5. Weekly child care expenses for families with one child in 1993 were $66,
while for those with two or more children, weekly expenses were $110, or about $5,500 per year.
The issue of the cogt of child care may be more difficult for families with a child who has specid
needs. Children in low-income families are more likdy than children in higher-income families to
have a physicd condition or behaviord problem that requires specia attention from caregivers.
Often, children with specia needs who receive subsdized care are given a larger subsdy to
compensate the provider for the additiond efforts that must be made to care for this child, which
may in turn limit the number of other children she can care for. Low-income parents with a special-
needs child who does not receive subsidized care may face even higher child care costs than
average.

If we compare the average cost of paid child care to the income of a family with low earnings,
we find tha child care expenses pose a dgnificant economic burden. In the example involving
Pennsylvania in Section 2 above, we showed that mothers earning about $5 to $6 per hour, or
$10,000 to $12,000 for full-time, full-year work, would have disposable income of between $14,353
to $15,63 1. Child care codts of $4,000 per year for one child would represent 30 to 40 percent of

their earnings, or 26 to 28 percent of annud digposable income, assuming the family receives the
13



EIC and food stamp benefits for which it is digible. For two children, child care costs of $5,500 per
year would represent 46 to%'55 percent of earnings, or 35 to 28 percent of annual disposable income.

Given such cods of care in the market that would require such a large share of the family’s
disposable income, we find that, in fact, low-income families economize on child care costs by
finding free child care when possble. In 1993, only 37 percent of families with income below the
poverty line paid for their child care arrangements, compared to 58 percent of families with income
above the poverty line (Casper 1995). When free child care is not avallable, low-income families
use lower-cost child care. In 1993, the average weekly cost of paid child care for families with
income below the poverty line was $50, or $2,500 per year (Casper 1995). But even low-cost child
care is expendve for low-income families that do not receive financid assstance for child care. A
weekly cost of $50 represents 21 to 25 percent of earnings and 16 to 17 percent of disposable income
for families earning $10,000 to $12,000 per year. Moving from hypothetica to actud cogts, in 1993,
families with income below the poverty line who paid for child care spent an average of 18 percent
of their income on child care.

While alarge proportion of low-income families do not pay for child care, Ho;ferth (1995) has
found that, among low-income families, the likdihood of paying for child care differs subgtantialy
depending on maritd daus. Low-income single mothers are much more likely than other low-
income families to have to pay for child care. Using data from the 1990 Nationd Child Care Survey,
Hofferth (1995) estimated the use of pad child care by families with working parents and income
below the poverty line (working poor families) and families with working parents and income below
75 percent of the U.S. median (working low-income families, who would be digible for child care
assgance in many dates). She found that, while 27 percent of al working poor families and 32

percent of al working low-income families paid for child care, a much higher percentage of working
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poor single mothers (44 percent) and working low-income single mothers (69 percent) paid for child
care. It is possible that th(; difference is a function of the fact that low-income married couples can
arrange their work schedules to economize on child care, but sngle mothers are less able to amilarly
coordinate their schedules with another adult, preventing them from economizing on child care.
Hofferth (1995) shows tha shift work and shared child care among adults is particularly common
among lower-income married-couples, adlowing these families to avoid usng pad child care.

School-age children of working parents may aso need child care outsde school hours. In 1993,
the parents of gpproximately 22 million school-age children (ages 5 to 14 years) were working or
in school (U.S. House of Representatives 1998). In 1993, about 5 percent of the school-age children
of working mothers, or 1.2 million, cared for themsalves, but researchers believe that the number
of children who care for themsdlves without adult supervison during a typical week is much closer
to about 5 million (Nationa Ingtitute on Out-of-School Time 1997). No care arrangement outside
school hours was mentioned for 46 percent of the children, or 10.2 million. Some parents may be
a home when children are out of school, but other children may return to empty houses, at least for
some period in the afternoon. The safety and appropriatenessof sdf-care depends on the child's age
and deveopmentd leved, characteristics of the neighborhood, and the child's activities during that
time (Vandell and Posner, in press).

Many school-age children need some supervison outsde school hours if ther parents are
working, and they will need care during school holidays and vacaions. However, very few school-
age children are in formd before- and after-school programs. The Nationd Study of Before and
After School Programs esimated that, in 199 1, 1.7 million children in kindergarten through grade
8 were enrolled in forma programs (Seppanen e a. 1993) The totd number of children in those

age ranges in 1990 was about 48 million (Hofferth et d. 1991).
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Parents and relatives care for many school-age children outside school hours (U.S. House of
Representatives 1998). Aﬁout 18 percent of school-age children are cared for by a grandparent or
other relative. About 14 percent are cared for by a parent.

Forma programs may be important in keeping children safe and improving ther well-being during
the afternoons when school is over. Research has found that low-income children in formd after-
school programs have better academic achievement, peer relations, and emotiona adjustment than
peers in mother care, informal adult supervison, or sef-care (Posner and Vandell 1994). Children
in forma programs spent more time in academic activities and enrichment lessons and less time
watching TV and playing outsde unsupervised. In low-income neighborhoods, where informa adult
supervison is limited, even older school-age children can be a risk if they are left on their own or
in the care of an older sbling outsde school hours. Juvenile violent crime rates pesk during the
afternoon hours when school is over. Initiatives in some communities to change high school daily
schedules to coincide with adolescent deep patterns would begin and end the school day later. This

practice may reduce the need for out-of-school care, but would probably not diminate it.

B. FAMILY CHOICESIN RESPONSE TO PRICES IN THE CHILD CARE MARKET
Severd gtudies have examined how mothers decisons about work and child care are affected
by the price of child care. The price of child care can affect employment because it is a cost of
working that reduces the net wage for an hour of work. The cost of child care may dso affect child
care choices, since some types of child care may be less affordable to the mother.  We discuss both

of these types of responses in this section.
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1. Employment Choices

The cogt of child care-?effectively reduces the amount of income a parent can earn from work
outside the home. For this reason, child care costs will reduce the likelihood that a parent will work
a al. Because the hourly wage net of child care cods is lower than it would be without child care
costs and time a home is vauable, child care costs may dso reduce the number of hours an
employed parent is likdy to work.

Although economic theory predicts that child care cogts will lead to a reduction in the number
of hours an employed parent is likely to work, the size of the response cannot be predicted by theory,
but instead, must be egtimated using information on the actua child care costs and employment
decisgons of low-income mothers. Knowing the size of low-income parents employment responses
to child care codts is important if we are to accuratdy predict what level of investment in child care
subsidies would be needed to encourage a particular level of employment activity.

The parent’s employment response to an increase in child care prices can be measured in the
same way that economists measure individuals responses to any price change, using the elasticity.
The dadticity of employment with respect to child care prices is Smply a measure of responsveness
of employment to child care prices. The employment response may be measured in terms of the
probability that, the parent is employed, hours worked per week, or another measure of the level of
employment. The eadiicity is the percentage change in this employment measure associated with
a particular percentage change in child care costs. For example, if the dagticity of employment with
respect to child care costs is -.20, then if child care costs increased by 1 percent, the probability of
employment would fal by .2 percent. Since a 1 percent change in child care costs would be quite
smdl, it is more common to use a 10 percent change in codts as an example. If child care cods

increased by 10 percent, then an dadticity of -.2 would imply that the probability of employment
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would fdl by 2 percent. Economists use percentage changes as the basis for the dadticity to make
this measure of responsiv;ness comparable across different markets that use different units to
measure quantities (for example, hours of work and the number of barrds of oil) and that have
different price levels (for example, the monthly cost of child care, which averages about $200 to
$300, compared to the cost of a dozen oranges, which is about $6).

The dadticity of employment with respect to child care costs should, theoreticdly, be a negative
number between zero and infinity. The number is negative because higher child care costs should
decrease employment. If the eladticity were zero, it would mean that an incresse in child care costs
would leave employment unchanged; there would be no response to an incresse in child care cogts.
If the dadticity were infinity, it would mean that any very dight increase in child care costs would
lead to a full reduction of employment to zero. In between these two extremes, an eadticity of one
means that the employment response to a change in child care cods is about the same Sze as the
change in cogts. That is, a 10 percent change in child care costs would lead to a 10 percent reduction
in employment. By convention, if the dadicity is fess than one, o that the percentage change in
employment is smdler than the percentage change in child care codts, the response is consdered to
be inelastic, or not very responsive If the eadticity is greater than one, it is consdered to be eadtic,
or very responsve.

Empirical studies concur that higher child care costs reduce the likdlihood that mothers who
have young children will be employed. Most of the earlier studies, following Heckman (1974),
focused on the decisions of married women regarding whether to work or not. Most of these studies
esimated the eadticity of employment with respect to child care prices a between -2 and -9 (see
Table I1.1), which means that the employment response of married women to child care codts is

relaively smdl, or indadic. For sngle mothers and low-income mothers, most of the estimates of
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dadicity fdl in the lower (more indagtic) end of this range. Kimmel (1998) edtimates a relatively
low dadticity of -.22 for si:igle mothers. Kimmel (1995) dso estimates an eladticity of -.3 for poor
gngle mothers, while GAO edimaes an dadticity of -.3 for near-poor mothers and -.5 for poor
mothers. However, Kimmel (1995) also finds a child care price dadticity of employment for poor
white sngle mothers of - 1.362, which implies a much larger response of employment to child care
costs than was measured in other studies. This estimate suggests that a 10 percent increase in child
care costs would reduce employment by about 14 percent.

Kimmel (1998) finds that estimates of the-price dadicity of employment are very sendtive
to specification and mode sdection. Most studies do not include actua child care costs for mothers
who are not working, so the child care costs they would face if they decided to work have to be
edimated usng information on child care cogts for mothers who are working and paying for child
care. Smilarly, non-working mothers in the sample do not have an actud wage that can be used to
esimate the relationship between employment and child care cods, and so these wages must be
esimated usng information on the wages for mothers who are working. The specification of the
equations used to estimate child care costs and wages. for mothers who &e not working and
procedures for correcting for sample selection may vary, leading to different results. Studies may
adso use different specifications for the find regresson reating employment to the price of care.
Edtimates of the eadticity of employment with respect to child care costs for low-income mothers

are paticularly sendtive to specification and modd changes because a smdler proportion of low-
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TABLE Il. 1

ESTIMATED EFFECT OF CHILD CARE PRICES ON EMPLOYMENT DECISONS

Study

Data Source

Population Studied

Measure of
Employment

Measure of Child

Care Prices

PTTINA

Estimated Elasticity
of Employment
with Respect to

Child Care Prices

Blau and Robins 1980 Employment Married mothers with | Employment (yes | Average cost of child care | -.34 (average of
(1988) Opportunity Pilot a child under age 14 | or no) in the site, estimated individual values)
Projects (EOPP) years using families with
expenditures
Connelly 1984 Survey of Income | Married mothers with | Labor force Child care expenditures | - 20 (estimated at
(1992) and Program achildunder agel3 | participation (yes | for all children in family; | the means)
Participation, Wave 5 years or no) estimated usng families
with  expenditures
Ribar 1984 Survey of Income | Married mothers with | Work  full-time, Child care expenditures -.09 or - 07
(1995) and Program a child under age 15 | pat-ime, or zero | for dl children in family; | (children under 15)
Participation years hours esimated usng families | -.09 or -.02
with  expenditures (children under 6)
(estimated at the
means)

Michalopoulos et

1984 Survey of Income

Mothers with a child

Hours of work

Child care expenses

-.00 18 for married

al. and Program under age 15 years; (workers only) (families with postive mothers
(1992) Participation Separate estimates for expenses only) -.0014 for dngle
married and Sngle mothers
mothers
Kimmel (I 998) 1987 Survey of Income | Maried mothers with | Employment (yes | Tota hourly cost of child | -.92 for married
and Program a child under age 13 | or no) care for youngest three mothers
Participation years, children; estimated usng | -.22 for angle
Separate estimates for families paying for child | mothers
married and Sngle care (estimated at the
mothers means)




Study

Data Source

Population  Studied

Measure of
Employment

Measure of Child
Care Prices

Estimated Elasticity
of Employment
with Respect to

Child Care Prices

Ribar
(1992)

1984 Survey of Income
and Program
Participation, Wave 5

Married mothers with
a child under age 6
years

Employed
(yes or no)

Child care expenditures

for three youngest
children in family;

estimated using families

paying for child care

-.74 (estimated at
the means)

-

(severa waves)

and before 19836,
children under age 2
years

and 24 months
after birth of first
child

child care; Estimated at

the woman's income level
if sheworks full-time at

her predicted wage

Averett et al. 1986 National Married mothers with | Hours of work Total houtly cost of child | -.78 (estimated at
(1997) Longitudind Survey of | a child under age 6 care for family; estimated | the means)
Youth years udng familles paylng for
child care
Blau and Hagy 1990 Nationd Child Married and single Employment For centers and family -20 (estimated as
(1998) Care Survey (NCCS) mothers with a child (yes or no) child care: estimated from | the average of
1990 Profile of Child under age 7 years and providers fees in PCS, individua
Care Settings (PCS) not in school For other nonparental estimates)
care. estimated from
family expenditures in
NCCS
Leibowitz e d. Nationd Longitudina Women who had a Employment (yes | Child care costs after state | Larger child care
(1992) Survey of Youth firg child after 1979 | or no) at 3 months | and local tax credits for tax credit led to

earlier return to
work (by 3 mos.
after birth) but little
effect on
employment a 24
months




Study

Data Source

Population Studied

Measure of
Employment

Measure of Child
Care Prices

Edtimated Eladticity
of Employment
with Respect to

Child Care Prices

GAO 1990 National Child Married and single Employment Total child care -.50 for poor
(1995) Care Survey and Low- mothers with children | (yes ar no) expenditures by family; mothers
Income  Sub-Study under agel3 years, estimated based on -.34 for near-poor
Separate estimates for families paying for child | mothers
poor, near-poor, and care -.19 for nonpoor
non-poor mothers mothers
Kimmel 1987 and 1988 Survey | Single mothers with | Employment Tota hourly cogt of child | -.346 for poor
(1995) of Ilnpomle and Program | children under agel5 (yes of no) care for youngest three sngle mothers
Participation years, children; estimated using | -1.362 for poor
Income below families paying for child | white angle
poverty care mothers
-.345 for poor black
sngle maothers
Berger and Black | Telephone survey of Singlemotherswith | Employment Actua child care prices Child care subsidies
(1992) sngle mothers digible | children under age 13 | (yes or no) paid by families increase
for and participating in | years; Hours worked compared to subsidized employment by
child care subsidy Income below 80 prices paid by families  gbout 12 percent;
programs in Louisville, | percent of state receiving subsidy no effect on hours
KY median family worked
income
Source: Adapted from Council of Economic Advisers (1997), Appendix I: The Effect of Child Care Prices on Materna Employment. Source for

each row of thetableisindicated in the first column.



income mothers are employed, and therefore, there is less information on wages and child care costs
avallable to predict wage; and child care codts for low-income, non-working mothers. Kimmel
concludes that the research has placed a reasonable bound on the child care price dadticity of
employment for married mothers, but for sngle mothers, there is more uncertainty about the sze of
the response.

More research is needed to understand the employment response of low-income mothers to
child care cods, paticulally in the new wefare environment, where wefare is not a viable
dternative to working over the long term. Conndly (1992) notes that employed mothers in her
sample are mothers who are more likdy to have free child care avalable to them. Under wefare
reform, more mothers will have to work, whether or not free care is available. Moreover, because
welfare reform time limits and work requirements apply to everyone, fewer redives may be
available to provide free or low-cost child care for mothers who work. Do relatives try to arrange
their work hours to enable them to share child care responshilities as low-income married couples
often do, or mugt families rely more on nonrdatives to care for their children? Are there differences
by ethnicity in the ability of families to use rdatives as child care providers under welfare reform?
Finaly, most studies have examined only the decison to work or not, but decisons regarding hours
of work are aso important. More research is needed to understand whether child care costs affect
hours of employment.

Based on data from the Nationd Child Care Survey 1990, a parent survey of child care
arrangements, Hofferth and Collins (1997) examined how the cost, stability, and other features of
child care arrangements affect employment exits for mothers with a child under age 13. Hofferth

and Callins used data from the Profile of Child Care Settings, a survey of regulated child care
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providers that was a companion study to the National Child Care Survey, to congtruct the market
cost of center-based and fa:nily child care in each family’s geographic area. They found that locd
codts of licensed and regulated child care affected the employment exits of women with moderate
wages, but not low wages.> The authors hypothesize that low-wage women have found child care
that costs much less than the market rates for centers and regulated family child care, so the high cost
of these types of child care in their area does not affect their employment decisions. Hofferth and
Collins (1997) dso found that mothers earning low and moderate wages who aso use more than one
child care arrangement had a very low probability of a work exit if their arrangements for child care
came to an end. The authors suggest that, compared with a single child care arrangement, multiple
arrangements provide some additiona flexibility for mothers who earn low and moderate wages.
Conndly (1992) finds that parents of school-age children are less likely to pay for child care
than are mothers of younger children, but that when they pay, they pay higher amounts, on average.
This may be dtributable to the high cost of part-time child care. It is dso possble that parents
generdly may be willing to pay for school-age child care only when it is of good qudity; they may
be unwilling to pay for custodid care for this age group when the children can care for themsdves
or be cared for by sblings for free. Much more research is needed on parents preferences regarding
school-age child care and the effects of its costs on the employment of low-income mothers. Perhaps
school-age child care costs affect job choices by making work schedules much less attractive if they
conflict with the child's time out of school. Or the parent may leave the school-age child
unsupervised for a few hours each day but may lose time from work or leave the job if it becomes

clear tha the child is unsafe in that arrangement and dternative acceptable arrangements are too

expensve,
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2. Child Care Choices

Mogt of the empirica ;mdies that have examined the effects of cost on the choice of child care
arrangement have considered only the distinction between paid and unpaid child care. These studies
have generdly estimated a low eadticity of child care choice to price (see Table 11.2). For married
mothers, the estimated dadticity of choosing paid child care with respect to the price of care ranges
from -2 to -.3 in most studies, meaning that an increase in child care costs of 10 percent would
decrease the probability of choosing paid child care by 2 to 3 percent. On the high end, Ribar (1992)
and Ribar (1995) edimate this eadticity as -.7, -.5, and -1.86. None of these studies focused
specificdly on low-income women, dthough Michdopoulos et d. (1992) estimate the eadticity for
single mothers of dl income leves & -.3. Ribar (1995) finds rdatively large price eadticities of
choosing paid care among married women with school-age children (-.7 or -.5, depending on the
specification), while his estimaied price dadticities of choosng pad child care for women with
children under age 6 are smilar to those in other studies (-.2 or -.3, depending on the specification).

The digtinction between paid and unpaid child care may not be as important to parents as
differences in the type of child care (center-based or home-based) or whether or not the child care
provider is related to the parent. Parents choices of child care may be more usefully viewed as
sdecting a type of child care that has a particular probability of being free, and an average cot if it
is not free. These price characteristics are baanced againgt variations with respect to severd other
atributes (for example, the number of children, whether it is home-based or center-based, and
whether the provider is related to the child). Therefore, the approach in most studies, which is to

characterize the parents choice as between paid and unpaid care, seems very limited. In a departure
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TABLE 1.2

ESTIMATED EFFECT OF CHILD CARE PRICES ON CHILD CARE CHOICES FOR WORKING MOTHERS

Study

Data Source

Population Studied

Types of Child Care

Measure of Child
Care Prices

Estimated Elasticity of
Choice with Respect to
Child Care Prices

Biau and Robins

(1988)

1980 Employment
Opportunity Pilot

Iviarried mothers
with achild under

Market child care
(positive price of care

Average cost of child
care in the site,

-.34 (average over range Gr
child care costs analyzed)

Projects (EOPP) age 14 years by nonrelative or estimated using
group care) families with
expenditures
Ribar 1984 Survey of Married mothers Paid child care Child care -7 or -5 (children under 15)
(1995) Income and with a child under expenditures for Al -3 or -.2 (children under 6)
Program age 15 years children in family;
Participation estimated using
families with
expenditures
Michalopoulos 1984 Survey of Mothers with a child | Paid child care Child care -.205 for married mothers
et al. (1992) Income and under age 15 years; expenditures for -.298 for single mothers
Program Separate  estimates families with positive '

Participation

for married and -
single mothers

expenditures

‘Ribar
(1992)

1984 Survey of
Income and
Program
Participation,
Wave 5

Married mothers
with achild under

age 6 years

Paid child care

Child care
expenditures for three
youngest children in
family, estimated
using families with
expenditures

-1.86 (estimated at the
means)




Edimated Eladidity of

Measure of Child Choice with Respect to
Study Data Source Population Studied | Types of Child Care Care Prices Child Care Prices
Blau and Hagy 1990 Nationa Married and single | Pad child care For centers and -.34 for pad child care
(1998) Child Care Survey | mothers with a child | Center care family child care: -.24 for center care
1990 Profile of under age 7 years Family child care estimated from -.34 for family child care
Child Care and not in school Other nonparent care | providers fees in -, 12 for other nonparental
Settings PCS, care
For other nonparental $
care. estimated from
family expend'itures
in NCCS
Hofferth and 1985 National Mothers with a child | Center care Amount paid for No elagticities provided, but:
Wissoker  (1992) | Longituding under age 6 years Home-based care by | child care If cost of center care
Chaplin, Hofferth | Survey of Youth and use nonmaternal nonrelatives arrangement by declines by 10 percent, use
and Wissoker care Relative care families paying for increases by 17.2 percent
(1996) Father care care If cost of home-based care
declines by 10 percent, use
increases by 2.9 percent
If cost of relative care
declines to zero, use
increases by 11.1 percent
Source: Adapted from Council of Economic Advisers(1997), Appendix 2: Effect ofChild Care Price on Use of Market Care, Given Materna

Employment. Source for each row of the table is indicated in the first column.




from this usua gpproach, Blau and Hagy (1998) provide estimates of the price dadticity of various
choices of child care by ty;)e. For center-based care, they estimated a price eadticity of -.24; for
family child care, the estimated price dadicity was -.34; while for other nonparentd care, the
estimated price eadticity was-. 12. Thus, we would expect that as the price of center-based or family

child care fdl, more families would choose these types of care, but the response would be very

andl.

‘Dollar amounts are adjusted for inflation to 1993 dollars.

*Low-wage mothers are defined as those who are predicted to earn less than $6 per hour, which
would provide income a about the poverty line for a family of four if the woman worked full-time,
year-round in 1990. Moderate income is defined as potential earnings of $6 to $8 per hour, which
would trandate into earnings between 100 and 133 percent of the poverty line for full-time, full-year

work in 1990.

28



[Il. CHILD CARE POLICIES AND THEIR EFFECTS
ON FAMILIES CHOICES

The government has severd policy tools to make child care more affordable for low-income
families, thereby helping them to obtain the child care they prefer and supporting their work
activities.  Child care subsidies are perhgps the most important policy tool affecting the child care
choices and employment decisons of low-income families. The government may adso support
consumer education programs that provide parents with information about how to find good-quality,
reliable, and flexible child care options that can best support their employment. Providing such
information helps to reduce search cogs for families, thus helping them find child care that more
nearly meets their preferences a a price they are willing to pay. Nevertheess, consumer information
cannot be as effective a policy tool if families are not adso given the resources to pay for the types
of care they are seeking. We discuss how subsidy and information policies affect decisons about
child care and employment, and we consder what is known about the optimal design of such

policies.

A. CHILD CARE SUBSIDIES AND THE COST OF CHILD CARE

Child care subsdies are intended to reduce the cost of child care, thus increasing the incentive
to work because low-income families can retain more of their earnings The employment decision
in its Smplest form is a decision to dlocate time between work and leisure.  The individud prefers
leisure time, but by working, can earn money to pay for other goods and services he or she dso
wants. The price of an hour of leisure is what the individua would earn by working for that hour.
Therefore, higher net earnings make work relatively more rewarding and the price of leisure

rdaively higher. This price effect will thus lead the individud to spend more time working.
29



However, -if the net hourly wage is higher, the individud will have higher income even without

working a greater number of hours, and will use the additiond income to purchase more of what he
or she wants, induding leisure time. This leads to a tradeoff, with the individua deciding whether
to work an additiond hour by baancing the dtractiveness of earning the higher net wage for this
hour againg the desire to put some of that higher income toward more leisure time. Thus, the
income effect of an increase in the wage atributable to child care subsidies will lead the individud

to work somewha less than in the absence of the subsidy. The empiricd dudies cited in the
previous chepter estimate that the net effect of the income and price effects of an increase in
subgdies is to increase the employment of low-income women.

In addition to increasing the net wage from employment by reducing the cost of child care
generdly, subsdies are aso designed to help low-income parents choose the types and qudlity of
child care that they prefer by reducing the prices of child care. If families are able to use a more
preferable type or quaity of child care, they may be more comfortable working. !

Policies defining digibility for subsdies, setting diding fee schedules (the amount parents must
contribute to the cost of child care, which depends on income), and setting maximum payment rates
to providers determine the extent to which subsidies create sufficient work incentives and make more
preferable child care options available to low-income parents. A study of dtate child care subsidy
policies prior to Persona Responshbility and Work Opportunity Reconciliation Act (PRWORA)
showed that policies varied widely across states (Ross 1996), and policies have not converged a great
dedl since that time (Nationa Child Care Inforrnation Center 1998). States set very different income
digbility limits and diding fees, meaning that families with the same income in different dates
receved very different subsidies and faced very different child care costs. States dso set different

maximum payment rates, or the maximum level of rembursement they would pay a provider for
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child care. Y, while the spedfic levels of income digibility limits, diding fees and maximum
payment rates vary acrossthe dates, these three basc dements provided a smilar fundamental
sructure for the child care ‘policies in dmost every Sate.

If we understand better how child care codts affect families employment and child care choices,
it may be possible to provide some guidance to states about the optima design of child care subsidy
program rules, given a paticular level of funding for child care assstance. This section discusses
eech of the three mgor child care program eements and how it might affect parents employment
and child care choices. We aso discuss factors affecting families decisons to participate in child
cae subsdy prograns for which they are digible, incuding adminidrative rules and rules for

covering unlicensed, home-based child care.

1. Income Eligibility for Child Care Subsdies

Income digibility limits determine, in a very basc way, who may receve subsdies The
regulations for CCDBG dlow dates to define any income limit up to 85 percent of state median
income. Mog dates use a lower income digibility limit — 50 percent to 65 percent of state median
income is most common (Nationd Child Care Information Center 1998). States have set lower
income digibility limits in order to concentrate scarce child care resources on the most needy
families

Income digibility limits ensure that child care assstance goes to the most needy families.
However, research on the employment responses to child care costs, summarized in the previous
chapter, indicates that mothers are respondve to child care costs throughout a range of family
incomes, athough the estimated responses for low-income mothers are quite variable. Research has

not clearly established that any particular low- to moderate-income group might have a particularly
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strong employment response to child care assstance, so we do not know if there would be a
subgtantia payoff to investing child care resources in one group versus another. As a result, the
optima income digibility cutoff may be dictated more by equity consderations - that is focusng
scarce resources on the most needy families = or by identifying a population, defined by income,
that the public is mogt interested in encouraging to work. Further research is needed to measure
more definitively the employment responsiveness of low-income mothers to child care cods, and
thus to determine whether there is dso an efficiency argument for focusng scarce child care
asssance on lower-income families.

Policymakers must keep in mind that income digibility limits interact with the optima Structure
of diding fees, in terms of both incentives to families and costs to the state for subsidies.  We discuss

these issues more fully in the next subsection.

2. Sliding Fees

Families recaiving child care subsdies are generdly required to contribute to the cost of child
care. This fee ensures that parents begin making a trangtion to paying their child care expenses as
their incomes rise, dnce diding fees generdly increase with family income. The diding fee can be
andyzed as atax — both may be either proportiond or progressve. The regulations for CCDBG
suggest that fees be set at 10 percent of family income, which would be proportiona, except that the
regulations aso dlow dates to waive fees for families with income a or below the poverty line
(Federal Regigter, July 24, 1998). In practice, many dtates sat rdatively low diding fees over the
initid range of incomes and then increase fees more steeply as income rises, which is a progressive
gructure (Nationd Child Care Information Center 1998). The reason for this dructure is to

minimize a notch in the individud’s budget condraint relaing hours of work to digposable income,
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A notch would occur if child care policy provided a reatively large benefit that disappeared
completely when income regached the digibility limit. A notch would creste a disincentive to work.

In the discussion that follows, we describe the variety of ways in which sates have structured
ther diding fee scdes, how the dructure of diding fees can affect employment and child care
choices, and how parents are affected by state policies regarding whether providers may charge a co-

pay in addition to the diding fee

a. The Structure of Sliding Fee Scales in the States

In mogt gates, the diding fee is a dollar amount or a percentage of income that does not depend
on the type of child care chosen. As a reault, the price of each type of child care becomes the same
(unless the price of an option is zero), so parents recelving a child care subsidy may choose the type
of child care they most prefer. Parents receaiving a subsdy would be likely to choose a different mix
of child care arrangements relative to what they would have chosen in the absence of a subsdy.
With a subsdy, parents would be likedy to choose a larger proportion of more expensive
arrangements because they can afford them.

Some gates set diding fees that are based not only on income level but aso on the cost of child
care. Thus, rather than setting the fee as a dollar amount that increases with income, or a percentage
of income, the fee may be a percentage of the cost of child care chosen by the parents, and this
percentage may increase with income. Fees basad on the cost of child care give parents some help
in paying for child care but do not distort relative prices of child care arangements.  Therefore, we
would expect parents to make child care choices that are more smilar to the choices they would have
made in the absence of a subsidy. Although child care generdly has been made less expensve by

this type of subsdy, families dill face the price variation across different types of child care that
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existed prior to the subsdy. States using this form of diding fee are likdy to find that the cost of
subsdies per family is lowgr compared to what it would be if diding fees were based only on family
income and not on the cost ‘of care. However, no studies have examined how these fee sructures
affect parents choices of child care and the resulting effect on state subsidy codts.

Siding fee scdes vary condderably across dates, dthough ther generd pattern is Smilar
(National Child Care Information Center 1998; Ross 1996). Some dates have st relatively low fees
throughout the range of digible incomes, paticulaly if the income digibility limit is suffidently
low that dl of the families receiving child care assstance have income close to or beow the poverty
line. Other dates have rdaivey dseep fee schedules, so digible families with more income ae
paying most of the cogt of child care. In 1994, for example, the diding fee for a family of three with
one child in child care in Mississippi ranged from $4.20 a month for a parent working full-time at
the minimum wage to $25.20 for a parent with income at the poverty line (see Table 111.1). in
Nebraska, the corresponding fees were $27 and $157, respectively. While many dtates a have
changed their diding fee scales since 1994, the mgor points made here about how dates set diding

fees are ill vdid.

b. Implications of Sliding Fee Scales for Employment Decisions

Although it is generdly true that child care assistance provides an incentive to work by in-
creadng the parent’s net earnings, the design of the diding fee schedule can introduce a disncentive,
This disncentive can occur a least over some income ranges if the rate of increase of diding fees
is high over that range of family incomes, or if a notch occurs, S0 that a relaively large benefit is logt

when the family’s income reaches the digibility limit. When diding fees increase very quickly as
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TABLE III.

1

MONTHLY FEES BY STATE IN 1994 FOR AT-RISK AND CCDBG PROGRAMS
FOR A FAMILY OF THREE WORKING FULL-TIME WITH ONE CHILD IN CARE --

DIFFERENCES BY

INCOME

100 Percent of

150 Percent of

Full-Time Minimum Federal Poverty Federal Poverty
Wage ($737 per Leve Level

State month) (3 1,026 per month)  ($1,539 per month)
Alabama 21.5 43.00 NA
Alaska 7.74 7.74 NA
Arizona 21.50 NA NA
Arkansas 0.00 51.60 NA
Cdifornia 43 .00 43 .00 60.20
Colorado 54.00 109.00 NA
Connecticut 5.16 10.32 15.48
Delaware 25.80 41.28 NA
Didtrict of Columbia 12.90 64.50 141.90
Florida 8.60 8.60 98.90
Georgia 55.90 90.30 141.90
Hawalii 0.00 0.00 25.20
Idaho 0.00 12.90 116.10
lllinois 1.08 1.08 78.00
Indiana 0.00 0.00 129.00
lowa 0.00 NA NA
Kansas 24.00 69.00 223.00
Kentucky 7.53 48.38 NA
Louisiana 12.90 25.80" 180.60"
Maine 36.85 82.08 -153.90
Maryland 0.00 0.00 NA
M assachusetts 8.60 77.40 172.00
Michigan 12.90 12.90 12.90
Minnesota 0.00 0.00 56.00
M ississippi 4.20 25.20 82.50
Missouri 10.75 21.50 NA
Montana 10.00 NA NA
Nebraska 27.00 157.00 NA
Nevada 12.90 38.70 154.80
New Hampshire 1.08 1.08 2.15
New Jersey 52.39 66.68 128.60
New Mexico 1 .00 25.00 100.00
New York (NYC) 0.00 21.50 129.00
New York (Suffolk Co.) 1 .00 1.00 63.45
North Carolina 24.73 64.50 NA
North Dakota 51.60 129.00 129.00
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TABLE I11. 1 (continued)

100 Percent of 150 Percent of
Full-Time  Minimum Federa Poverty Federal Poverty
Wage ($737 per Level ($1,026 per Level ($1,539 per

State Month) month month)
Ohio 15.00 NA NA
Oklahoma 21.00 91.00 NA
Oregon 10.00 81.00 291.00
Pennsylvania 5.00 10.00 25.00
Rhode Idland 21.50 25.80 73.10
South Carolina 20.64 38.70 38.70
South Dakota 25.80 25.80 NA
Tennessee 21.50 21.50 NA
Texas 66.33 92.34 138.51
Utah 0.00 0.00 252.00
Vermont 0.00 7.74 154.80
Virginia 18.43 51.30 11543
Washington 1.00 1.00 179.50
West Virginia 2.15 32.25 NA
Wisconsin 0.00 27.00 68.00
Wyoming 51.60 86.00 NA
Minimum (several states) 0 0 2.15
Maximum (Georgia, Texas,

Nebraska, Oregon) 66.33 157.00 291.00

Source: Survey of State Child Care Program Rules, Mathematica Policy Research, Inc., 1994

NOTE: The calculations are based on a family of three with one parent working full-time (eight hours per
day, five days per week) and one child. For sliding fees that depend on the cost of child care, we
assume a cost of $1.50 per hour.

“Louisiana did not offer the At-Risk Child Care program at the time of the survey.

NA = not available. Family is not digible for the program at this income level.
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family income rises, parents may choose to work fewer hours or turn down a job offer a a higher
wage because their disposable income (after child care expenses) does not adequately compensate
them for the extra work.?

Implicit in diding fees that go up a increesing rates over the range of family incomes is a tax
on higher earnings, which may cregte a notched budget condraint for the individud, as discussed
by Burtless and Hausman (1978) and Hausman (198 1) and pictured in Figure 111, 1. Individuds
choosing hours of work to maximize utility over this nonlinear budget congraint will tend to avoid
the notches. Individuds with a relatively greater preference for work will tend to work more hours
when they gpproach this notch, while those with a relaively lower preference to work would tend
to. work fewer hours as they approach this notch.

Figure 111.1 shows two hypothetical budget congraints for individuds living in dtates with
different diding fee schedules. The figure shows how total family income varies with hours of work.
The parent is working zero hours furthest from the origin and as many hours as possible closer to
the origin. The dashed line shows the parent’s income after child care cogts without any child care
assgtance. The two solid lines show the parent’s income &fter child care costs under different diding
fee schedules. The highest budget condrant illustrates a diding fee schedule that pays most of the
family’s child care cogts throughout the digible income range but then withdraws al support when
the family becomes indigible. This illudrates the child care “diff’ discussed in the wefare and
child care literature. The family experiences a sharp drop in income as work hours increase by a
small amount because of the loss of child care assstance. The second Stete tries to avoid cresting
a child care diff by increesng diding fees more quickly as the parent approaches the income

dighility limit. However, fees increase by such a large amount that the parent is better off leaving
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FIGURE IIl. 1

HYPOTHETICAL BUDGET CONSTRAINTS FOR FAMILY INCOME AFTER CHILD CARE COSTS,
STATES WITH DIFFERENT SLIDING FEE SCHEDULES
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the subsidy program and paying for child care on her own just before she reaches the income
dighhblity limit. This budget condraint dso includes a notch, but a a different hoursincome point
than was true of the firg state.

The important fact about diding fee scades that create notched budget congraints is that they
can create strong work disincentives for people with a weak attachment to the labor force. For the
mother in the firsd date, the disncentive to work is strong in that not working ensures that her
income remans beow the digibility limits for the child care program. She is actualy much better
off with income beow the digibility limit than with income above the limit over quite an extensve
range of hours. The work disncentive seems to be the greatest potentid problem when diding fees
ae veay low throughout the digible income range, income digbility limits are low, and

unsubsidized child care cods are high.

c. Provider Co-Payments in Addition to Siding Fees

Provider co-payments are additiond charges to parents over and above the maximum payment
rate, which includes the diding fee providers receive from parents and the subsidy amount providers
receive from the date agency. States vary in their use of this practice. Somé dates prohibit it
because they do not want providers to take advantage of parents receiving subsidies. Their rationde
for this pogdtion is thet they have set a diding fee that they believe is the maximum amount parents
can aford to pay, and a maximum payment rate that they believe is a far market rate. Thus, there
should be no reason for providers to charge more, and parents should not be able to afford more.
Other dstates do not prevent providers from charging additional fees, viewing this practice as a
reasonable private transaction between parent and provider. The raionde for this postion adso may

be that dtates believe that this practice appropriately addresses the problem of not being able to
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determine exactly what each family can afford to pay or what the fair market price is for child care
from each provider. -

When dates permit providers to charge parents a “co-pay” over and above the diding fee, the
cost of some child care options may be higher than state planners redize as they set diding fees,
paticularly if maximum payment rates are set below market rates for many child care options within
a reasonable geographic area for the parent. (We discuss maximum payment rates in more detall in
the next subsection.) If the state does not permit providers to charge parents a co-pay, and maximum

payment rates are low rdative to child care market rates, many child care options may be unavailable

to parents receiving a subsidy.

3. Maximum Payment Rates

States set maximum payment rates to limit the amount they are obligated to pay for subsidized
care. PRWORA cdls for dtates to set payment rates that are high enough so that families recelving
subgdies have the same access to child care services as do families not receiving subgdies. To
ensure this equal access, the regulations for the CCDBG call for states to conduct biennid market
rate surveys and to set adequate payment rates — recommended to be set a the 75% percentile of
local market rates — based on the market rate survey (Federal Register, July 24, 1998). The 75%
percentile rate fully covers fees charged by 75 percent of the child care providers in the category that
sates define (for example, infant care in centers) in a child care market. Fees st a the 75%
percentile rate give parents a very broad range of providers to choose from, or equal access as
required by PRWORA. About haf of the states set their payment rates a the 75 percentile,
athough most states do not conduct market rate surveys annudly (National Child Care Information

Center 1998).
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Maximum payment rates typicdly vary by the category, or type, of care (center-based, home-
based, and in-home care) apnd by the ages of children (infants, toddlers, preschool-age, and school-
age) to reflect differences in the market rates for these ‘different types of care. States may adso set
higher market rates for certain types of care that they wantto encourage but that may cost more to
provide — for example, child care in accredited centers or during nonstandard work hours. These
higher payment rates give low-income parents access to types of child care that tend to be more
expensive and more scarce.

In states using a statewide limit rather than a set of local market rates, providers and parents
have raised concerns that payment rates are typicaly below the customary charges for providers in
urban areas.’ This may aso occur when dates set payment rates substantialy below the 75
percentile rate. In response, providers will often refuse to serve children receiving a subsidy because
they cannot obtain a full fee for these children. Many states dlow providers to charge parents a co-
pay in order to give parents and providers more flexibility and more options.* For instance, parents
and providers can negotiate a payment that may enable families recaiving subsidy to use center-
based care or family child care from professona providers because they agree to pay the provider's
norma fees. On the other hand, the combination of Statewide rates and a co-pay may put a

disproportionate burden on parents in urban areas, where child care costs can be very high.

4. Adminigrative Factors Affecting Participation in Subsdy

A family’s decison to paticipate in a child care subsdy program depends partly on family
circumstances and partly on program rules and adminidrative factors. Family factors that affect
participation include financia issues, such as income relaive to expected child care cods, and
nonfinancid issues, such as the cost of the sigma associated with participation. Program rules

include such issues as the leve of diding fees and maximum payment rates compared to the market
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cost of child care, as discussed in the previous sections. Adminidrative factors can affect the level
of participation by reducing the transactions costs of participating or choosing providers and search
costs involved in obtaining and usng a subsdy.

Data gathered by ACF from the states provide a rough picture of participation in welfare-related
child care programs across dates and age groups in 1994 (Adminigration for Children and Families
1996). According to these sources, child care program participation varies substantialy across
dates, which underscores the importance of program factors like funding levels, differences in
program rules, and administrative factors that reduce the search and transactions costs associated
with subsdies. Vey little is known about the factors affecting participation in child care subsidy
programs primarily because of a lack of data on eigible and participating families and on the date
adminidrative practices affecting those families. Moreover, the state reports to ACF of child care
program participation are missing information from some dates, and contain incongstent or non-
comparable information from other states. Much work needs to be done with administrative data
gysems in some daes so tha we can obtain information on child care program participants
nationwide that can help improve policy. This section focuses on the mgor types of adminigtrative

practices and rules that can affect participation in subsidy programs.

a. Reducing Transactions Costs of Participating

Child care subsidy programs can be implemented in ways that reduce the transactions costs to
paticipating families. Smplifying access to child care and reducing stigma can be accomplished
through policies that address (1) where families can gpply for assstance, (2) outreach to parents to
inform them about availability of assisance, (3) gpplication and payment procedures, and (4)

assdance in linking families with providers.
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One way to provide convenient, equitable access to the child care assstance system is to locate
the places to apply for child,care assstance close the homes of families likely to gpply. If convenient
access requires that multiplebffices accept gpplications for child care assstance, these offices should
be linked by computer so that families may gpply in a single place, and child care dots can be
dlocated farly among dl who aoply.

In some cities, a ggnificant portion of child care assstance is provided through contracts to
providers for child care dots. All providers determine digibility, but they do so only for their own
dots. While this system lets parents apply for child care assstance in their neighborhoods, they must
adso apply in many places to improve ther chances of obtaining a sngle subsdized dot.  This
system is codly for families, especidly when ther time is limited by employment.

Mog cities, facing limited budgets for adminidtrative expenses associated with child care
assdance, try to dedgnate a single office as the point of entry for child care asssance. This
drategy dlows families to goply in one place, so that they will know where to go for re-certification
or to goply for child care assstance programs in the future. However, the only office may be
inconveniently located for many families, increesing transactions cods of gpplying for assstance.

Outreach designed to inform parents about the availability of child care is a basic requirement
of ample, equitable access to scarce subddies. However, many States do little to reach out to
families because funding is scarce and gaff didike turning gpplicants awvay. Mog locdities had little
difficulty filling new child care dots that became avalable in FY 1992 and 1993, the last time child
care funding increased substantialy. Not long after the money became available, waiting lists began

to form and turnover was very slow.’
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Another adminigrative practice that promotes easy access to child care programs is a Smple

application that covers dl ghild care programs.

b. Rules Regarding Use of Unregulated Family Child Care

Many dates dlow home-based child care providers caring for smal numbers of children to
operate without overdght by child care licenang and regulatory authorities, which leaves many
providers operating legdly without regulation. However, if unregulated providers are to offer care
for children receiving subsidy, they may have to meet some minimd criteria States have very
different rules regarding what criteria must be met by providers that offer home-based child care for
children receiving subsidized care, and these rules can have an important impact on the types of child
cae used by families recaiving a subsdy. Under CCDBG regulaions, dates must have
requirements designed to protect the hedth and safety of children in care that apply to al providers
that serve children who receive subsdies. Hedth and safety rules must cover immunizations, the
building and other physica premises, and minimum hedth and safety training that is gppropriate to
the provider setting. In practice, these rules may lead some relaives and neighbors to refuse to
participate in the subsdy system, and parents would then have to decide whether to participate in
the child care subsdy system by choosing a different provider or to remain with this provider and
not participate in the subsidy program. The rules o require that hedth and safety regulations not
interfere with parenta choice by effectively excluding any category of care or type of provider
(Federal Register uly 24, 1998). However, state adminigtrators indicate that rules regarding hedlth
and safety and methods of paying unlicensed and unregulated home-based providers have a large
impact on patterns of child care use by families receiving subsdies. If date rules regarding hedth

and safety, and payments to home-based child care and relative providers are easy to meset, then a
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large number of families who want to use this type of care will apply for subsidies. If, however, the
rules are fairly stringent, so, that otherwise unlicensed and unregulated providers do not want to go
through the process of complying with those rules, then families who want to use these providers
will not apply for subsdies.

No one has looked sysematically at the dringency of rules for home-based care, how this
interacts with the extent to which home-based providers are licensed, and how these factors affect
the choices of child care, decisions to participate in subsdy programs, and the choices of whether

and how many hours to work that are made by families digible for subsidy programs.

B. CONSUMER INFORMATION

Supporting employment often requires more than assgtance in paying for care. It may dso
require reducing the search cods involved in locating satisfactory child care arangements by
providing parents with the information they need to choose the child care arrangement that is most
consgtent with ther preferences. Parents who have never tried to find regular child care may have
difficulty obtaining information about providers and 0 may need assstance obtaining such
information. They may aso be inexperienced consumers of child care, so they‘. may need assstance
in identifying criteria for choosng providers, formulaing their needs and condraints, and
determining a plan for investigating and sdecting a provider. The expectation is that informed
consumers can put pressure on child care providers to supply the types, features, and qudity of child

care most desired by consumers,
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1. Methods of Linking Parents with Information

There appear to be tﬁree different models for providing parent educatiion and referrds to
providers.® In the firs modd, very little information is available about child care options because
child care digibility workers are the only source of child care information, and they are not very
familiar with child care providers in the community. In some cities, staff of the subsidy agency tried
to fulfill this parent education role even when a child care resource and referrd agency (R&R)
operated in the city, sometimes because the subsidy agency percelved the R&R as unable to address
the needs of low-income families. However, the qudity of information on child care provided by
the subsidy agency is adversdly affected by the lack of funding for such referra services, and by the
fact that child care digibility workers do not have the background to explain how to choose a qudity
child care ting.

In the second model, parents are given the telephone number of the loca R&R agency and a
brochure describing its sarvices. Staff of the R&R, in turn, describe child care options and provide
referrals to parents who call. The linkages between subsidy agency and R&R often do not work
smoothly, however. In many cities, it was not clear that parents were routindly given information
about the R& R unless they asked for assstance in locating a provider, even when the loca R&R had
a contract to provide referra sarvices to families receiving subsidies. Staff of the subsidy agency
were not dways willing to send parents to the R&R for parent education and referrds.

A third mode is to provide subsdies and parent information in a single location, which is much
more convenient for parents. In addition, the qudity of the information about child care options and
about providers is better when both services are co-located or provided directly by the R& R agency

for severd reasons. These organizations follow standard practices for collecting and disseminating
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information about providers that have developed over many years as the organizations have
responded to parent requests for child care information. These organizations dso work with child
cae provides in a vaiety of other contexts (including training, technicd assstance, and
adminigtration of the Child and Adult Care Food Program), so they know what a qudity child care

setting looks like and can help parents identify what to look for to assess the qudity of a child care

arrangement.

2. Intengity of Information Services

Child care adminidrators in different areas have taken a variety of approaches to providing
information about child care options, ranging from proactive to noninterventionist, and from
energetic to ineffectud. For example, agencies in some cities take a very active role in informing
parents about child care options. Parents receiving enhanced referra services are directed to
providers who have\just been checked for vacancies, and counsdors follow up with the parent until
a placement is made. If families are having difficulty finding a provider, agency daff members go
into the neighborhood to develop a supply of providers. Enhanced referrd services in most cities
are avalable only to parents whose employers have paid for this service, however,' one city extended
these sarvices to AFDC recipients for some time with funding from the welfare agency.

In other cities, the respongbility for administering child care subgdies is given to the child care
R&R agency so that, as mentioned, parents can apply for subsidies and obtain information about
child care options a the same place. When parents call the generd telephone line at the R&R
agency for a referrd, the cal is taken by a child care placement worker. |If the discusson of child
care options with the parent reveds a need for assstance in paying for child care, the child care

placement worker can explain the various funding sources and refer the parent to a socid worker if
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she decides to pursue funding. Providing this level of service clearly requires that the socid work
gaff have smdler caseloads then they would if they were smply determining digibility.

Many cities have not established systems to provide parents with good information about ther
options when they apply for subsidies because to do so is expengive. In many ingances, subsidies
are avalable in a wdfae or socid sarvices office, so families needing assstance in finding a
provider are given the phone number of the locd R&R agency. Parents who do not ask for help
may not be given information- on how to obtain assstance. In other cities, parents asking for
assgtance in locating providers are Smply given alist of licensed providers taken from the child care
licensng office (even, in some ingances, when a locd child care R&R agency exists).

No researchto date looks at the effectiveness of different Srategies for informing parents about
their child care options and about how to choose child care. It would be useful to look at different
methods of linking parents with information services, and at different intengties of information and
referral services with an eye toward examining how satisfied parents are with their choices over time
and how successful they are a remaining employed. The speed with which parents are given help
in finding child care may dso be very important in supporting employment, as low-income parents
cannot lose much time from work to resolve child care problems. It would aso be useful to know
how the provison of information and financid assstance for child care interact to help parents

choose the type of child care they prefer and maintain employment over time.
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' For more discussion-if how the quality of child care from the parent’s perspective may affect
employment, see Ross and Paulsell (1998).

2When we consder how diding fees affect the family’s disposable income as hours of work
increase, we should use income net of taxes and including the EIC, food stamps, and other sources,
as discussed in Chapter 1.

3 Tweve states currently use a statewide rate, including Hawaii, lowa, Louisana, Montana, New
Hampshire, New Jersey, North Dakota, Oklahoma, Rhode Idand, Vermont, West Virginia, and
Wyoming (Nationa Child Care Information Center 1998).

* Nealy hdf the sates dlow providers to charge parents a co-pay, including Arizona,
Connecticut, Delaware, Georgia, Hawaii, ldaho, Louisana, Mane, Massachusetts, Missssppi,
Missouri, Nebraska, New Hampshire, New Y ork, North Dakota, Ohio, Pennsylvania, Rhode Idand,
South Caroling, Tennessee, Vermont, Washington, and West Virginia (Adams et a. 1998).

“Turnover was 20 to 30 dots per month in many large cities with a population of more than
300,000.

5 See, for example, Ross (1996).
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IV. CHILD CARE POLICIES AND THEIR EFFECTS
ON PROVIDERS CHOICES

Child care policies that’are intended to hep low-income families find affordable, high-quality
child care may have important unintended effects on providers and the supply of child care.
Undergtanding the likely responses of child care providers to policies may therefore help improve
policy desgn. We begin by discussing what we know about child care providers as they operate in
the child care market. We then discuss subsdy policies that affect providers and child care

regulations that affect the costs of providing care.

A. CHILD CARE PROVIDERS IN THE MARKET

Several dudies of child care providers conclude that the child care market is monopolisticaly
compstitive, meaning that it has severd of the characteristics of a perfectly competitive market and
severd characteriics of an oligopolisic or monopolisic market (Magenheim 1993). Like a
perfectly competitive market, the child care market has a very large number of providers supplying
child care sarvices, providers can aso easly enter and exit the market. As in a monopolistic market,
child care providers have some control over the price of child care services because they vary the
characterigtics of the products they provide (for example, age groups served, location, hours, and
quality), and because information about viable subgtitutes is costly for parents to obtain.

Providers compete not only with providers of the same type of care (for example, competition
among centers) but adso with providers of other types of care. Parents view center-based and home-
based providers as substitutes to some extent. Thus, if the cost of providing one type of care
increases dgnificantly so that prices must increase for that type of care, parents may choose the other

type of care, bringing into play the market forces that ultimately change the supply of child care. For
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example, if the cost of providing center-based care rises sgnificantly as providers comply with ratio
requirements for infant carg, then parents may choose home-based care, center providers will have
unfilled dots, and so some will go out of business, leading to fewer center-based care options for
parents with infants. Parents face high search cods in obtaining information about providers on
which to base their choice, and as a result, providers can compete on non-price characteristics of care
by differentiating their product and thereby avoiding competing on price (Magenheim 1993).
Research by Blau (1993) indicates that the supply of child care labor (family child care

providers and child care staff in centers) is very responsive to price. Blau used data from the Current
Population Survey (CPS) to examine changes in the supply of child care labor between 1977 and
1987 in response to changes in the leve of subsdies, the stringency of regulations, and the cost of
child care. He finds that subsdies and regulations have little effect on the supply of child care labor.
However, the eadticity of supply of child care in response to changes in the wage is between 1.2 and
1.9. This suggedts that child care supply can expand rdatively quickly to changes in demand with
vay little change in wages. In fact, over the past two decades, child care wages adjusted for

inflation have increased very little even though the demand for child care has increased subgtantialy.

B. SUBSIDY PROGRAMS AND THE SUPPLY OF CHILD CARE
Subsdy programs can have important effects on the supply of child care through the maximum
payment rate and potentidly, through the payment mechanism. Policy in these two aspects of child

care can dfect the quantity, price, and qudity of particular types of child care, as discussed below.
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1. Maximum Payment Rates

The datute establishing the CCDBG dated that parents who receive subsidies should have equa
access to the types of child care avallable to families who are not recelving subsidies. To meet this
god, the regulations for CCDBG suggest thet payment rates be set a the 75% percentile of market
rates for the relevant type of child care; however, since the regulations do not require states to set
payment rates at the 75" percentile, some states set lower rates.

Wheu payment rates are lower than a provider’s customary charge, we expect that the provider’s
response will vary depending on the strength of local demand for the provider's child care services
and the avalability of full-fee-paying families In areas in which most families have low incomes
or recave child care subddies providers may lose money when they serve children receiving
subsdies. Providers in these neighborhoods are likely to charge families less as well, but this will
lead to lower-quality care. Providers have to decide what mix of children from subsidized and full-
fee-paying families’ and what leve of qudity, will enable them to make ends meet. Many providers
In low-income neighborhoods have been unable to put together a viable mix of children from fee-
paying and subsdized families, and have gone out of busness. In aeas in which there is a high
demand for child care and parents who can afford to pay full fees, providers may refuse to serve
subsdy children. All of these factors limit the child care options of low-income parents. No
research studies have systematicaly examined providers responses - in terms of qudity, price, and
quantity supplied ==to different leves of maximum payment rates.

States st different payment rates for different types of child care and different ages of children.
In addition, they may set higher rates for specid types of child care that need to be expanded — high-
qudity child care and care a nonstandard hours. Idedlly, these payment rates would be set on the
basis of an understanding of the cogts of providing these types of child care and on knowledge of the
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market rate for such care. Without this information, states might choose an arbitrary payment rate
that will encourage some increase in supply but may not bring forth enough of the types of care that
are needed. Nevertheless, there is no information about how the supply of quality child care and care
a nonstandard hours responds to changes in the price of child care, so policymakers have little to

guide them in sdtting rates for these types of care.

2. Payment Mechanisms. Vouchers or Contracts

States use one of three main payment mechaniams for child care. Vouchers are the most
common because federa regulations for the mgor child care subsidy programs have sought to ensure
equity in parenta choice of child care arrangements by requiring states to offer parents the option
of usng a voucher to purchase child care services. Vouchers give parents the ability to choose any
legd provider, and providers the security of knowing they will be paid regutarly by the agency as
long as they care for this particular child. Second, some states reimburse parents for child care
expenses, and parents, in turn, pay providers. Providers may be less satisfied with this
reimbursement mechanism, because when parents face cash flow problems, the provider’'s payment
may be the firs to be ddayed. Rembursement is most often used for child care by rdatives and
sometimes for unregulated home-based providers. Findly, some states use contracts to pay
providers. A contract lasts for a relaively long period, during which time the provider needs only
to keep the dot filled to receive payment from the child care agency. In contrast, a voucher only
ensures payment while a particular subsidized child is in that dot; if that child leaves, the subsdy
goes with him or her. While providers prefer contracts for their greater rdiability and durability,
parents may prefer the greater flexibility of usng vouchers, which support a broader range of child

care choices.
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Ficano and Gennetian (1998) have completed preliminary work with the Profile of Child Care
Settings data on child carg centers to examine the question of whether lower-quality child care
centers tend to seek out subsidies. Pointing out that measured quality may be endogenous to the
decison about type of funding, the authors examine the empirica relaionship between the predicted
qudity of a center in 1990 and the center’s decison to accept vouchers, to contract for dots, to
become a Head Start center, or to provide services financed only by private fees, without any
subsdies. Qudity is measuredby teacher education and training, group Sze, and daff-child ratios.
They find that somewha lower-quaity centers tend to contract with public agencies to provide
subsidized care, and that this decision appears to be partly related to unused capacity in these centers.

In contrast, Helburn et a. (1995) use data on centers from the Codt, Qudlity, and Child
Outcomes in Centers study to examine the quadity of care provided by centers with different auspices
and funding sources. They find that the highest-quality care is provided by publicly sponsored
centers, independent nonprofits, private centers that receive funds tied to higher standards, and
worksite centers. These authors use a measure of the qudity of the child's experience in child care,
which is more direct than the ones used by Ficano and Gennetian (1998); however, Helbum et d.
(1995) do not correct for the potentid endogeneity between qudity and funding source. That is, a
center may obtain funding from a given source because it has high quality compared to other centers
inthe area. While that funding source may then help the center to further improve qudity, its current
level of qudity cannot be fully atributed to having a particular funding source. The true effect of
the funding source on qudity is the change in qudity resulting from having a paticular funding
source.

In Helburn et d. (1995), the higher-quality centers tended to have higher costs, and notably,
their funding tended to be regular and predictable, as would be true for contracted centers or Head
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Start programs (but not for programs accepting vouchers). Nevertheless, because of the likey
endogeneity between quality and sources of funding, these authors have established a correation
without redly explaning how it arises. The work of Ficano and Gennetian (1998) is promising but
would be stronger if it were based on data from a more recent child care policy environment, and if
it used variation in quaity and funding sources over time to tease out the relationship between

quality and sources of funding.

3. Effects on Providers of Offering Information to Parents

One of the reasons the child care market is not perfectly competitive is that parents cannot eesily
obtain information about the qudlity, price, and other features of child care supplied by each provider
before making a decison. Economic theory suggedts that if providers can differentiate their products
(which they do) and if information is costly to obtain (which it is), then providers can charge more
than margina cost for their sarvices. The result is greater price disperson and higher average prices
than one would observe in a perfectly competitive market.

Child care R&R agencies exiged in about hdf of dl locd areas in the U.S. in 1990, most
commonly in aress of higher income and education (Chipty and Witte 1998) Snoe that time, part
of the CCDBG funding has been earmarked for qudity improvements, incuding the funding for
R&R agencies, and many states have used this funding to introduce or expand the scope of resource
and referrd. These agencies maintain databases on licensed and regulated providers in the area 0
that they can help parents identify and contact providers. The Nationd Child Care Study of 1990
found that only 9 percent of the parents surveyed said that they found their current center or non-
relative, home-based provider through an R&R service, 66 percent said that friends, neighbors, or

relaives helped them locate care (Hofferth et a. 1991). It is possible that a larger proportion of
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parents may have contacted an R&R agency to find child care, but they may have ultimatdy found
their provider by followinga lead provided by afriend or relative. Nevertheess, the Nationad Child
Care Study was conducted in the very early years of the JOBS program and before states put large
amounts of new funding toward building or expanding R&R sarvices In the new wdfare
environment and with larger and more widespread R&R agencies, more parents may use these
sarvices as they search for child care.

Chipty and Witte (1998) examine how R&R agencies have influenced the price and qudity of
child care. They use data from the Profile of Child Care Settings (PCS) on the prices of care and
child-staff ratios for infants, toddlers, preschool-age, and school-age children in centers. The PCS
obtained information on centers in 100 different counties or county groups that were representative
of centers in the U.S in 1990. The authors aso obtained information on the presence of R&R
agencies in the 100 PCS markets in 1990. Chipty and Witte find that R&R agencies have large and
datidticdly sgnificant effects on the didribution of prices for the care of infants and toddlers.
Compared with prices in other markets, prices in markets that have R&R agencies are sgnificantly
less dispersed, and the maximum prices are lower for infant and toddler care. -Prices of care for
preschool-age children are not affected by the presence of R&R agencies. Price disperson and
average prices for school-age care are not sgnificantly affected by the presence of R&R agencies,
but the maximum price is reduced.

The effects of information provison on the market for infant and toddler care may be greeter
than for older children because for infant and toddler care, the amount of information parents have
about providers compared to the amount of information providers have about parents is substantialy
asymmetrical.  Younger children are not able to report accurately about the qudity of child care they
are recaiving, and many parents with young children are new to the child care market.,, Chipty and
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Witte conclude that parents are willing to incur higher search cods for infant and toddier care
because of the great asymmetry in information and because they vaue higher-qudity child care for
this group. When children ‘are older, parents are less willing to search intensvely for child care
because they have become more experienced consumers of care and because their children are better
able to tdl them what goes on in ther child care sdtting.

Chipty and Witte note that the decrease in prices associated with the presence of R&R agencies
may be accompanied by a decline in the qudity of care. They examine daff-child ratios and find
that R&R agencies have no effect on the digribution of this qudity indicator in child care markets.
Since gaff-child ratios are not perfectly correlated with the quality of the child's experience in care
(“process qudlity”), the authors do not draw firm conclusons about whether the presence of R&R
agencies intendfies the price competition surrounding unobservable (process) qudity.

Chipty’s and Witte' s conclusion -- that the presence of R&R agencies affects prices in the infant
and toddler care markets -- is curious when only 9 percent of the parents in the NCCS study reported
recaiving help from an R&R agency in locating child care. Hofferth et d. (1991) do not report
whether the proportion of parents usng R&R agencies was higher for parents of younger children,
or whether parents used the R&R agency but did not ultimately find their provider through that
sarvice. Nevertheless, one wonders how R&R agencies can affect market prices if so few parents

used them to find thelr child care arrangements.

C. REGULATIONS AND THE SUPPLY OF CHILD CARE
Severa types of child care regulations and standards designed to ensure qudity vary by the
extent of their gpplicability to providers and the level of qudity they would require. Child care

licensang establishes thresholds for hedth, safety, and quality to reduce the risk of harm in child care
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sttings. The date determines which types of providers must be licensed in order to legaly provide
care, and in order to receive the license, these providers must meet certain standards. Most states
require child care centers and some home-based providers (depending on the number of children they
care for) to obtain a license. The minimum number of children in homebased care a which
licensing is required varies from one child in Maryland, Horida, and Oklahoma to thirteen children
in South Dakota. Thus, in many dates, a substantial number of home-based child care providers
may operate without any regulatory oversght by the date.

Other child care standards seek to raise the level of quality beyond basic assurances of hedth
and sdfety, toward high-quaity. The Head Start program standards cover the full range of hedth,
safety, child development, and family support issues, and are applied to Head Start centers and
family child care homes by law. However, the vast mgority of child care settings arc not covered
by the Head Start standards. Anotner frequently-cited set of quaity standards are the accreditation
sandards from the-National Association for the Education of Young Children (NMAEYC). These
dandards are consdered to be authoritative guides to qudity for child care centers (and quaity
sandards have adso been developed for home-based care by the Nationd Association for Family
Child Care), but they are voluntary and are met by only a very smdl fraction of child care settings.

This section discusses the effects of state regulations on child care quality, prices, and quantity
supplied, snce the largest number of providers are affected by these standards. Regulations are
edablished partly to overcome the problem of information asymmetry in the child care market.
Parents cannot have perfect information about the quadity of care their children receive dl day, so
in part to address this problem, regulations are designed to ensure tha providers offer a minimum

level of care. The dilemma of regulation is that higher standards may raise codts for providers to a
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point & which parents will seek subgtitute providers, and this may reduce the supply of certain types
of child care. 3

Hofferth and Chaplin (1'998) estimate a modd in which regulations affect the qudity, cost, and
avalability of child care, and these outcomes in turn affect parent choices of care. They use data
from the NCCS to edimate the effects of regulations for centers and home-based providers
governing child-gtaff ratios, training, and inspections. They find tha training requirements for
center-based providers reduce the likelihood that parents choose a center, while state inspections
increase the likelihood that parents will choose center-based or regulated home-based setting.

Chipty and Witte (1997) used data on child care centers from the Profile of Child Care Settings
(Kisker et d. 199 1) to examine how regulations affect the center’s decision to exit a market and the
resulting qudity of child care avalable in the market. They find that more dringent ratio
requirements for infant and toddler care cause centers to exit this market, and that the requirements
are asociated with increases in the average and maximum child-gtaff retios in the market. They
conclude that the higher-quality centers that were competing on qudity rather than price cannot
compete as effectively when standards are raised, so they exit the market. For school-age care,
however, lower required child-gtaff ratios do not lead to exit, so when ratio requirements are more
gringent, school-age care has lower average and maximum child-gaffratios. The authors conclude
that policymakers need to understand how child care providers will respond to changes in regulations
in order to determine whether a given change will accomplish therr policy god. Moreover, the
potentia for multiple effects on supply both within the market being regulated and in the markets
for subgtitutes could reduce the usefulness of regulations as a policy tool. We need more information
about providers responses to regulations so that this tool can be used more effectively to meet policy
gods.
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V. CONCLUSIONS AND RESEARCH AGENDA

The cogt of child care can be subgtantid in relation to the income of a low-skilled parent with
young children. Since earnings of low-skilled workers are not expected to increase very much even
over a period of as long as a decade, parents in low-wage occupations are likely to have difficulty
paying for child care when their children are young and in need of full-time care.  The high cogt of
child care and the likdihood that some parents may have to sacrifice qudity for affordability, means
that child care can present a sgnificant obgtacle to the stable employment of low-income mothers,

Child care cogts and subsidy policies desgned to moderate those costs for low-income families
can be andyzed directly using an economic framework. The economic framework is based on the
assumption that individuds try to make themsdaves as well off as possble within the condraints of
their budgets and the price of goods. Those who supply goods to consumers try to do so as
efficiently as possble, given the costs of resources they use in production, so that they can obtan
the highest return. These basic assumptions lead to testable hypotheses about the choices parents
and providers will make in the child care market. This paper has discussed the extent to which these
hypotheses have been examined in the child care literature and the extent to which the empirica
information in the research literature is a sufficient basis for making child care policy. Nevertheless,

because of data limitations, substantiad gaps in our understanding of the child care market remain.

A. CHOICES OF LOW-INCOME FAMILIES IN THE CHILD CARE MARKET
Economigts have tested hypotheses about the behavior of parents and providers in the child care

market and have measured the magnitude of responses to prices in the child care market. Labor

economists have measured the responsiveness of mothers employment decisions to child care prices,

and the responsivenessof their child care choices to the price of care. In generd, studies of mothers
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have found that their employment decisons are modestly sengtive to child care prices. However,
the literature pertaining to_low-income mothers is less than conclusive, and the issue needs to be
further sudied now that these women's former dternative to working - welfare = is no longer a
reasonable option. Many of the exising studies dso suffer from having used estimated vaues of
wages and child care prices for women who were not working or were using paid care.  Kimmel
(1998) demondrates how sendtive estimates of the eadticity of employment with respect to child
care prices are to the specifications of estimated child care codts.

In light of these gaps in the literature, we have severd recommendations for future research on

these issues

. Study Employment Responsiveness of Low-income Mothersto Child Care Prices -
Data collection should focus on low-income mothers and provide for sufficiently large
samples to examine separately the responses of mothers who have preschool-age
children and the responses of mothers who have only school-age children. The andyds
should measure the responsiveness of employment decisons and child care choices to
child care prices.

. Obtain More Wage and Child Care Data to Avoid Having to Estimate Missing Values
— |f data on mothers are collected over a period of about two years, it may be possible
to observe wages for a larger portion of the sample. Inforrnaion ‘should adso be
collected on the prices of child care in the markets these women face so that the price
of child care would not have to be estimated on the basis of the child care expenses of
women paying for child care.

Use a Broader Set of Employment Measures - With longitudind data over a two-year

period, it would be possble to andyze the effect of child care prices on additiona
meesures of employment — for example, stability, or the number of months employed.
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B. CHILD CARE SUBSDY POLICIES AND THEIR EFFECTS ON FAMILY CHOICES

Child care subsidy pglicies are intended to help parents pay for child care. Families with
aufficiently low incomes may participate in a subsdy program, paying a specified amount for child
care that depends on thelr income. The date pays providers the remainder of the fee, up to a
maximum  amourt.

Neverthdess, the specific desgn of these policies can affect parents work choices and the
supply of child care. The gructure of diding fees varies across sates, and the way in which diding
fees interact with family income may affect parents work decisons. The dructure of diding fee
scdes may dso affect parents child care choices in ways that aso influence the gability and qudity
of child care and the cost per child of subsidies. Policy choices, such as spreading funding for child
care assgtance across more families by reducing the average subsidy amount, may lead to increases
in diding fees. In turn, these increases may have adverse effects on employment. A policy that
reduces maximum payment rates may have adverse effects on the supply of child care to children
recalving subgdized care

Despite a plethora of sraightforward hypotheses on the effects of subsdy policies on the
decisons of parents and child care providers, we need to observe family circumstances and choices
under experimental policy variaions to control for state-to-state differences in economic conditions,
wedfare program environments, child care markets, and other conditions to estimate the magnitude
of these responses. We need information on the proportion and characteridtics of digible families
who are participating in child care subsidy programs, what parents pay for child care, and how
participation in child care subsdy programs affects what parents pay. Therefore, we recommend

future research in the following arees.
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. Demongration of Family Choices Under Different State Child Care Program Rules
-~ A major god of this study should be to obtain information that can be used to identify
principles for the optima design of child care subsidy programs in the current wefare
policy environment.” Additiond gods include learning about parents responses to
vaidions in child care progran rules. This sudy should test variations in income
digibility limits and diding fee dructures. Researchers would randomize families to
face different child care subddy policies, and then survey them periodicdly about
employment, earnings, child care use, payments for child care, and awareness of and
participation in child care subsdy programs.

o Study of Child Care Availability, Preferences, and Choices under Welfare Reform -

As part of the child care subsdy demondration, it would be possible to update and

expand our information about severd issues. Wefae reform may make it more
difficult for relaives to help with child care because they may be required to work. To
what extent do parents leaving welfare for work have rdatives avalable for regular

child care or for backup child care in an emergency? Do parents and reatives who
could provide child care arrange their work schedules to make this possible? Are there
any differences in the tendency to use rdatives for child care by ethnicity?

Study of School-Age Child Care Needs - The child care subsdy demongtration could
aso provide access to a sample of parents with school-age children. A focus group
sudy could examine parents preferences regarding school-age child care and how the
cost of school-age care affects choices of care and employment decisons. For example,
do parents of school-age children seek jobs that coincide with the school day so that they
can be home with ther children after school? Would their employment choices change
if good after-school care were available a very low cost?

. Study of Provider Choices - Researchers would draw a representative sample of
providers in the locd child care market, and obtain information about their fees, qudlity,
and features of the care they provide. The provider data and state data on payment rates
would be used to andyze the rdationship between maximum payment rates and

providers willingness to serve children recalving subsidies. These data could dso be
used to andyze the rdationship between maximum payment rates and market prices and

qudity.

+ Edimate Child Care Program Participation Rates and Participant Characteristics =
This study would obtain basic information about current child care subsidy policies and
TANF policies in the ates so that a microsmulatiion model could be used to etimate
the gze of the population eigible for child care assgtance in each dae. Information
should dso be collected on the number of participating children and families by
demographic characteritics in each sate. A microamulaion modd would dlow
researchers to combine information on the number of digible children and families with
data on the number of participating children and families to yidd participation rates by
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date and by basc family and child characteristics. Obtaining data on participating
families may require investments in adminidrative data sysems in some dates.

. Analyze State Child Care Program Participation Rates and Policies = The information
on child care program participation rates by state and demographic group could be
compared with information on state child care policies to develop hypotheses about the
factors influencing parents participation decisons. Future work could then develop
methodologicdly srong tests of the most important hypotheses to learn more about
parents participation decisons and develop recommendations for improving child care
subsidy policies.

Study of Home-Based Care Used by Families Receiving Child Care Subsidies — This
study would be designed to learn more about the ways in which (1) gtate licendng rules
and (2) subsidy program rules regarding standards and payments to home-based
providers affect the choice of child care provider, the decison to participate in child care
subsdy programs, and the employment choices and outcomes of parents eigible for
child care subsdy programs.

Study of Provider Responses to Payment Rate I ncentives = Many dates offer higher
payment rates to child care providers who offer child care meeting certain
characterigics. For example, high-quality child care and care at nonstandard hours may
be reimbursed a higher levels. It would be hdpful to know the sze of the supply
response to higher payment rates. It may be possble to test these responses by selecting
three or four dates, and having these dtates each sdect three or four communities in

which to offer different levels of incentive payment rates. The study could rely on data
from the child care subsidy system if good data are available on parents work schedules
and provider characterigtics. While this study is not methodologically very strong (sSince
the payment rate incentives may change the mix of families participating in subsdy
programs and communities in dates may differ in ther need for child care a

nonstandard hours) the study would provide some information on providers responses
to these policies and could provide a foundation for desgning a stronger study if more

information would be usgful.

C. CHILD CARE POLICIES AND THE SUPPLY OF CHILD CARE

Some important information is emerging about the behavior of child care providers under
variaions in regulatory policy and vaiaions in the avalability of R&R agencies. This research is
basaed on analyses of data from the Profile of Child Care Settings and the National Child Care Survey
1990. Both databases include information from parents and child care providers in 100 communities

sdected to be representative of the U.S. Researchers have dso added information about economic
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and regulatory conditions in the PCCS/NCCS communities. While the andyses of the PCCS and
NCCS data have been valuable, the data predate welfare reform. They dso predate the sgnificant
child care policy changes that occurred in the early and middle 1990s as new funding became
available to dates, and as federd child care program regulations required states to design their child

care policies to emphasize parent choice. Therefore, we recommend research in the following area

. Repeat the PCCS and NCCS Studies, a Decade Following the Original Studies —
Sgnificant policy changes are the rationde for repeating these important studies of the
child care market. Moreover, some analyses that exploit variation across time could be
peformed if the same (or most of the same) child care markets were chosen for the
repeat sudy. Regulatory changes over the period may have caused changes in the
supply of child care that could be exarnined using data on child care providers in the
same communities a two or more points in time. Changes in child care subsdy policies
and in the demand for child care may dso affect the quantity, qudity, and price of child
care over time. A repesat of the PCCS and NCCS studies would support further research
on the effects of regulations and subsidy policies on the supply of child care. The ability
to use data over time would strengthen analyses based on a second round of the parent
and provider studies. Nevertheless, while some basic condstency across time is needed
if comparisons are to be made, care should be taken to improve aspects of these sudies
in whatever way possble. The sudies should include subsamples of low-income
parents that are large enough to provide useful information on the child care market that
faces low-income parents. The studies should aso include a sample of unregulated,
home-based providers in a least a subset of Stes, because these providers make up a
significant portion of child care supply. An observationd assessment of the qudity of
a subset of child care providers included in the study could offer a nationally-
representative measure of the qudity of child care in the U.S. This could be done in a
subset of dtes to make the effort more manageable.
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. INTRODUCTION
3

Wedfae reform has increased the urgency of child care palicy issues dfecting low-income
families The lage number of paents of young children who ae now subject to work or
schooling requirements has incressad the need for good-qudity, affordable child care that will
upport employment  adtivities Fnendd assdance to families for child care expensss ad
polides tha may afect the supply, cod, and qudity of child care are recalving grester scrutiny
as date wdfare adminidrators seek to remove obstades wefare recipients may face as they try to
enter employment or mantain dable employment over time,

Child care may be an important factor that can ather support or undermine efforts to reman
employed. The cogt of child care can be ggnificant in rdaion to wages from low-skilled jobs 0
the cogt of child care can be a deterrent to work. Poor-qudity child care or unrdigble child care
may a0 leed to intaruptions in employment. In addition, the gSadility of child cae
arangements may be threstened by complex, ineffident adminidrative practices tha interrupt
payments to child care providers, or it may be threstened by unexpected changes in work
schedules Ing&hility in child care arangements can, in turn, lead to disuptions in employment.
Jobs with nongandard hours may not match the andard schedules of child care providers, and
jobs without leave may provide few options for parents who need to care for an il child.

The Role of Child Care in Low-Income Families Labor Force Paticipaion is a project thet
was devdoped to ceste a dronger infformation base for child care policymeking in the new
wdfae rdom ewironment, whare an important god is sscwing and retaining  employment
amnong low-income parets As pat of this project, MPR has produced three research review

papers synthesizing research on aspects of child care that may dfect the ability of low-income
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paents to obtan jobs, to rean employment over time and to obtan higher eamings under
wdfare reform. The papers discuss the following agpects of child care and how they rdate to

employment:

« The Cost of Child Cure. This pgper examines how the cost of child care and
the dructure of child care subddy programs dfect low-income parents
decisons about employment.

« The Quality of Child Care. This paper examines wha child care qudity means
to paents and professonds and how the qudity of child cae dafects the
employment decisons of low-income parents

« The Flexibility of Child Care. This paper examines the extent to which low-
income parants face inflexibility in jobs child care and family Studions, and
the efect of inflexible jobs and child care on employment.

The papers discuss what we know about eech of these topics from the research literature, and
wha questions need further research in order to inform child care palicy. In this find report, we
identify the mgor aress in which the papers identified research ggps and we propose severd
design options for research dudies that could address these gaps.

In the next ssction, we summarize the mgor findings of the three working papas We
discuss what is known about how the cod, qudity, and flexibility of child care influences
the employment of low-income parents and how wel polices desgned to improve these
agects of child cae adudly meet thar gods in tems of improving child cae ad
influenang employment outcomes. We dso note the ggps in research knowledge that led to
the current st of recommendations for further child care ressarch. A subsequent section

summarizes the mgor resserch quedions that remain ater our review of the literature, and a

find section outlines the research designs described in this report.



A. SUMMARY OF FINDINGS FROM THE RESEARCH REVIEW PAPERS

The research review pgpers provide a comprenendve discusson of the current datus of the
literature linking child care with employment among low-income paents. In this section, we
ummaize the mgor concdusons of the pgpers to provide the background and rationde for the

recommended research desgns in this report.

1. Child Care Costs And Subsidies

Mog parents leaving wdfare for jobs are likdy to nesd child care while they work.  1n 1995,
over 60 percat of the parents recaving wedfare had an infant, toddler, or preschool-age child
who would need child care during dl of the parent's work hours. Another 24 percent of parents
recaving wefare hed a child in dementary school who would need supervison outsde of school
hours if the parent worked a that time.

The cogt of child care is widdy recognized as a mgor barier to employment for low-income
mathers of young children. Even modest child care cods can drain the budgets of low-income
families In fdl 1993, the average cogt of child care for a preschool-age child was $4,000 per
year, or 25 to 30 percent of earnings from full-time work a a wage of $5 to $6 per hour.  While
many low-income families find free sources of child care low-income dngle mothers are more
often forced to pay for child care because mos do not have other adults in the household who
could hep care for children. This problem is complicated by the fact thet, because the kills of
parents leaving wefare for work are low, ther eamings are not expected to increase sgnificantly
over the long term. This means tha low-income parents will probably have inedequate resources
for child care for the entire period over which thar children are young, and the child care codts

they face ae ubdantid.



Child cae cods are likdy to afect employment decisons because thee cods effectively
reduce the amount of income a parent can earn from work outsde the home.  Empiricad sudies
have focused on the employment decisons of mothers, and there is consensus thet higher child
care cods will reduce the likdihood that mothers will work, dthough the Sze of the response of
low-income sngle mathers is uncatain. More information on the employment response of low-
income mothers to child care codts is needed, paticulaly in the new wdfare environment, when
wdfare is not a vidble dternative to working over the long taem.  Moreover, vay little is known
about the price sengtivity of parents choices of child care, or dout how the qudity and
rdidbility of these choices may dfect the parent's ability to sudain employment.

Child care subddies ae probably the mos important policy tool affecting the child care
choices and employment decsons of low-income families because these subsdies directly affect
the child care prices faced by families paticpating in subsdy programs State polides for child
cae bddy programs indude income digihility reguirements, diding fee sthedules (the amount
paents mus contribute to the cogt of child cae, which depends on income), and maximum
payment rates to providers Income digibility limits provide the most besc definition of who
may recave ubgdies Sates curretly st these limits on the bads of equity — which families
are mog needy — not on the bads of an assessment of those for whom the subsdy would yidd
the grestes change in employment because we lack information on the later. Siding fees tend to
be low for families with income bdow the poverty ling but beyond thet point, many dates
increase fees quickly until the point @ which families become indigible for subsdies in order to
prevent a shap increase in child care cods when the family becomes indigible However, the
dep increee in diding fess a incomes above the poverty ling combined with large reductions

in other benefits for low-income families over the same income levds means that net income
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(earnings, income tranders, and child care costs) increases only dightly with employment.  This
is likely to creste a disineentive to work in the income ranges over which benefit reductions and
diding fee increases are large. Maximum payment rates are typicaly set a the 75% percentile of
the market cost of child care, by type of care and age of child,. but some states set lower rates.
When maximum payment rates are below the provider's rate, the provider is unlikey to serve
families recaving a subsdy. However, we do not know the extent to which reductions in
payment rates from the 75" percentile limit parents choices of child care.

Although many wdfare recipients entering work activities have young children and very
low income, rates of participation in child care subsidy programs appear to be low. We currently
lack sufficient data to understand the low participation rates in child care subsdy programs.
Possible reasons include a lack of information, administrative difficulties that increase
transactions costs associated with participation, program rules regarding payments to caregivers
related to the child and to unregulated providers, and high diding-fee scales.

Two types of child care policies may have important effects on the supply of child care for
low-income families. Incentives for providers, including maximum payment rates in child care
subsdy programs, and financid assstance to providers through dae child care qudity and
supply enhancement programs, may increese the supply of good-qudity child care for low-
income families Higher maximum payment rates may lead more providers ether to serve
families receiving a child care subsdy or to provide the festures (such as qudity or nonstandard
hours) that are encouraged by variations in the payment rate, but we do not know the size of
providers responses to payment rates. Funding from date programs to improve qudity and
supply is designed to expand the supply of good-quality child care in low-income

neighborhoods, but we do not know how much displacement occurs because of these programs.
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Regulaions that seek to rase the dandards for child care sdtings may have unintended effects
on the price, qudity, and-quantity of child care The cogt of providing care is likdy to increese
for the type of child care targeted by regulaion. This will leed to adjugments in quartity, price
and qudity both within thet type of child care and among competitors who adjus in response to
the changes made by the targeted child care providers Research on the dze and direction of
thee effects is not condusve, however, due to data limitstions More informetion is needed

about providers responses to regulaion so thet this tool can be used more effectivdly to meat
policy godls

2. The Quality of Child Care

Qudity in child care refers to children's expeiences in the child care environment and to
fedtures of this environment that are bdieved to afect children's devdopment. There is broad
agreament among professonds aout wha  conditutes qudity in fomd settings for  infants
toddlers, and preschool-age children, but more work is needed to define and messure qudity for
young children in informa homebasad stings, for cae a nondandard hours for school-age
children in nonrinditutiond settings, and across types of child care

Parents and professonds agree that qudity child care arangementts indude a nurturing
evironmet and educationd opportunities but parents tend to evduae paticular child cae
sdtings as having higher qudity then professonds would. We do not know the extent to which
parents’ perceptions of the qudity of a child care setting change over time as they obtain more
experience with and informaion about a child care sting.

A paent's dedson aout whether and how much to work will depend in pat on her

perception of the qudlity of the child's care sting.  Thus, to the extent that improvements in the



qudity of child care as measured by devedopmentd psychologists go unnoticed by the parent, we
would not expect to observe an improvemat in employment outcomes

There is vay litle empiricd resserch on the rddionship between child cae qudity and
employment. A dudy of wdfare redpients indicates that trus and sdfely issues dfected the
paents continued involvement in wdfaretowark activities but this sudy preceded wdfare
reform polides implemented in 1997, and parents in the Sudy may not have had access to the
ful range of qudity child cae A dudy of mathers of low-hbirthweight infants and toddlers
indicates that mothes with lower education and more medicdly fragile infants entered
employment earlier and were employed for a grester number of months when they were provided
with high-qudity, center-based child care for ther children. More research is needed on the
employment effects of high-qudity child care in a broader wdfare and low-income populaion in
the new wdfare reform environmen.

Polides to improve the qudity of child care nead to be informed by an understanding of the
current qudity of child care in the U.S, the key fedtures of a qudity child care setting, a better
underdanding of how to improve the qudity of child care, and the cost of qudity child cae
Four large, multi-gte dudies of the qudity of child care condude tha good-qudity child care is
rddivey rare, and for infants and toddlers and for nonregulated home-basad sdtings, fairly large
proportions of child care arangements may be characterized as having poor qudity. However,
these dudies were not naiondly representative, response rates tended to be low, and questions
have been raised about the measures used for home-basad care. More work is needed to improve
repone rates in dudies of child cae provides ad to messure qudity in a naiondly
representative sample of child care sdttings We currently know little about the factors thet affect

the quality of center-based care, and we know even less about fectors that affect the qudity of
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home-based care. More work is needed to understand what makes a difference in producing a
qudity child care setting and how child care policies can affect qudity.

While paents evduaions of the qudity of a child care arangement may affect ther
employment decisons, we do not know how important qudity is to their choice of a particular
child care setting. If child care policies were to make good-qudity child care avalable to low-
income parents, would they use these settings? Because low-income parents often face
congraints imposed by work schedules, lack of resources, and lack of trangportation, they may
need to choose a child cae arrangement that is flexible, affordable, and conveniently located

even though it does not provide the levd of qudity they desre.

3. The Flexibility of Jobs, Child Care, and Family Support

Low-income parents may have difficulty combining ther employment and child rearing
responsbilities because low-wage jobs often have inflexible schedules, nonstandard work hours,
and no sck leave or annud leave. At the same time, regulated child care arrangements tend to be
inflexible, with standard hours and little ability to adjust to changing work sgheduleﬁ To further
complicate this dtuation, low-income sngle parents often do not have another adult in the
household who can share child-rearing responsibilities, leaving them with few options when jobs
and child care arrangements are inflexible.

Our review of the literature on the extent of the flexibility problem for low-income families
found that the problem is an issue for many of them. About hdf of dl low-income parents have
inflexible family gtuations in which other adults are not avalable to hdp when child care
arrangements break down or when children are sck. About hdf of parents leaving wefare for

work are likely to work nonstandard schedules, and the proportion is growing. Parents may aso



have variable work schedules, ether because of job requirements or because frequent job
changes lead to changes i schedule. The supply of regulated child care is very limited during
nonstandard hours and days, and does not respond well to variable work schedules. However,
we do not have any information on the demand for regulated child care during nongtandard hours
or on the supply of nonregulated child care, which tends to be more flexible. In addition to the
lack of flexible scheduling by regulated child care providers, parents may have additiond
difficulties finding child care for times when ther provider takes a day off, when ther child is
sck, when ther child has specid hedth needs or behaviora problems, or when school-age
children have a school vacation.

Evduatiing the extent of the problem of flexibility is not a draghtforward task. For
ingance, the research provides edtimates of the frequency of the problem of inflexibility in jobs,
child care, and family support individudly for low-income parents. But some of the information
needs to be updated, and more important, the information needs to be combined in order to
provide an accurate sense of whether flexibility is a problem for the parent. Emlen points out
that inflexibility is only a problem if it occurs in dl three aress & once “‘If a parent has an
inflexible job but very flexible child care, then employment can be sustained (Oregon Child Care
Research Partnership 1997). Therefore, to assess the magnitude of the problem of inflexible
jobs, child care, and family support, we need to measure the degree of flexibility across al three
dimensons a once for each individud.

In addition to not knowing how much flexibility low-income working parents have across
the three mgor sources, we do not know how the degree of flexibility in one or more of these
sources is relaed to employment outcomes. We suspect that inflexibility in employment, child

cae, and family sStuations may be most dgnificant as a barier to retaining employment, rather -
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than a barrier to entering employment. Parents may initidly begin working & an inflexible job
and make child care arrangements that are ether unreliable or not as flexible as the job requires.
The parent may be able to continue working up until a child care criss occurs or until an
unexpected change in work hours, and then she may not be able to resolve the conflict without
losing her job.

While these hypotheses are plausible, empiricad evidence to support them is not avalable.
Emlen has measured the degree of flexibility in each area for severd didtinct samples of parents,
including a low-income sample of families recaiving child care subddies, but al of these parents
were employed (Oregon Child Care Research Partnership 1997). Since inflexibility may be a
problem that affects employment retention, we need to mesasure flexibility for a sample of
welfare recipients who are entering employment and follow them to see how long they retan
their jobs in order to learn how much flexibility is needed to sustain employment.

Severd policy options could address the flexibility problem. Emlen notes that a “fourth
source’  of flexibility is parents initigive in developing credlive solutions to the problem
flexibility in ther child care, family support, or job. In addition, low-income parents could be
offered assgance in making child care arangements that would guide them in thinking through
their potentia child care needs and in developing backup arrangements to accommodate these
needs. Employers could be encouraged through financid or other incentives to provide grester
flexibility in jobs to help parents continue working while meeting their child- rearing
reponsbilities.  Finaly, incentives could be provided to child care providers directly or to
employers to offer flexible child care. Many of these policy options could be accomplished at
the initiative of governments employers, or community organizations, and they could be

financed by some combination of these players.
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Little reszarch is avalddle on the dfects of initidives to improve the flexibility of jobs or
child care for low-income-families. The research that exids is based on prepost of comparison-
group desgns tha provide rdaivdy week evidence of policy effects Although a random
assgnment desgn could provide sronger evidence, it may be difficult to use to dudy employer

initiatives because individuds cannot be randomly assgned to employers

B. SUMMARY OF CRITICAL RESEARCH QUESTIONS
Our summary of the research review papers hes identified many criticad policy quedions thet
ae |eft unanswered in the research. This section summarizes the mgor research questions that

remain ater our review of the literature On mog , some research provides helpful information,

but many important ggps exis.

1. TheRole of Child Care Costs and Subsidies

Compared with research on qudity of child care, rdaivdy more atention has been focused
on the rde of child cae cogts and subgdies in the parent's employment decison and in the
supply of child care The avalable research concurs that parents generdly are less likdy to be
employed .or to choose pad child care as the price of child care risess Neverthdess, severd

important gaps in the ressarch reman, induding:

« What is the cost of child care for low-income families? What are child care codts
for center-based and home-based child care in low-income neghborhoods, by age of
child and by qudity of care in different regions of the country and in dties, suburbs
and rurd aress? We need more current information on prices charged by child care
providers and amounts pad by parents with and without child care subgdies We
nead information on prices in the regulated and unregulated sectors of the child care
market.

« How senstive is the employment of low-income parents to child care costs? This
issue nesds more atention in the new wdfare environment, snce motha's onwdfare

1



are now required to work, wdfare is time limited, and there may be fewer rdaives
avalable to care for children.

o What are the ch}zi'ld care preferences of low-income parents? When parents are
given more resources to pay for child care, what types of care do they choose? Do
they choose higher-qudity child care? How do these choices vary across ehnic
groups?

+ How are child care subsidy policies in the states affecting tow-income families?
What are the patidpation rates of families in child care subgdy programs and what
factors affect those raes? Wha are the characteridics of digible particpating and
nonpatidpeting  families? How do subsdies afect choices of child care and
employment outcomes over time?

e  What is the current supply of child care, and how do providers react to child care
policies? How do regulaions and subsdy policies afect the quantity, qudity, and
price of child cae for low-income families? We need a more current child care
aupply dudy tha covers dl sectors of the child cae maket for low-income
families

2. The Quality of Child Care

While quite a large body of resserch has examined the effects of child cae qudity on
children's devdopment, much less research has explored the links between the qudity of child
cae and employment dedsons of paents Severd important geps in, the literature need

atention,  induding:

« How should we measure child care quality? We have widespread agreament about
what oconditutes qudity in foomd child cae stings but less agreemeat about
qudity in homebesed sHtings For preschool-age children, we need to reach
consensus on meesures of qudity that are gppropriate across sdtings o0 that qudity
can be compared across a wide range of settings and resserch dudies. Thee
measures could aso be used to develop low-cost proxy meesures of qudity so that
child care qudity could be measured in more labor-market-oriented dudies, in
which the cogt of directly messuring qudity is now prohibitive We aso need to
learn how to increese response rates in child care qudity, sudies because the
regponse raes in recent dudies of child care sdtings ae wdl bdow wha is
acoeptable in research on individuds and households. For school-age care, we need
to further conceptudize qudity and devdop meesures of qudity that are gppropriate

12



across ages and settings. We also need to learn more about what features of care
parents want for school-age children.

o How can quality child care be developed in low-income neighborhoods? What
combination of features best predict high qudity in a child care setting? What are
the mogt effective drategies for improving the exiding qudity of a child care
arrangement?

What is the effect of child care quality on the employment of low-income
mothers? If good-qudity child care were made avalable and affordable in low-
income neighborhoods, would parents use it? Wha is the effect of the avalability
of good-qudity child care on employment decisons (decisons about whether to
work, the number of hours to work, and the stability of employment over time)?

3. The Flexibility of Jobs, Child Care, and Family Support

Mothers of young children need some flexibility in their job schedules and child care
arrangements in order to respond to emergency needs both a work and a home. We know that
many low-wage jobs have nonstandard or rotating job schedules, and child care must be arranged
to cover these work hours. We aso know, however, that many low-income mothers have very
inflexible family gtuations tha provide little asssance with child cae many have very
inflexible jobs, and most formd child care arrangements keep standard and very inflexible hours.
Sill, severd quedtions about flexibility remain:

e How much flexibility in family situations, jobs, and child care do women have
who are leaving welfare? In the current wedfare reform environment of work
requirements and time limits what proportion of women have flexible family
gtuations? Among those with less flexible family gtuations, what proportion have
inflexible jobs and inflexible child care options?

e How can public policy improve the flexibility of jobs and child care? What public
policies would encourage employers to hdp improve the flexibility of jobs or child
care for ther low-wage workers? What public policies would encourage child care

providers to offer flexible, nonstandard -hours?

« How would greater flexibility of jobs and child care affect job retention and
progression for low-income mothers? How does the degree of flexibility across
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jobs, child care, and family dtuations affect job retention and progresson? What
other aspects of employment (for example, absenteeism) are affected by the degree
of flexibility? =

C. SUMMARY OF RESEARCH DES GNS FOR DISCUSSON

Our review of the child care literature, summarized above, identifies several areas in which
research is needed to improve the bass on which child care policy is made by the federd
government and States. To address these aress, we have identified several research designs that
would be feasible given the current levd of knowledge in each area. We have dso identified the
methodologicd and design issues associated with each. Our sdection of research designs was
informed by discussions with ACF and with severd child care researchers. (Appendix A ligts the
individuals consulted regarding research designs for this report.) In addition, a meeting of child
care researchers and policymakers sponsored by the Child Care Bureau October 27-28 provided
additiona information for this report.

We have proposed three different types of research desgns to examine the questions
summarized in the previous section. The first set of research designs are repalrch demondtrations
to test the relationship between child care and employment decisons, and more specificaly, how
policy changes can affect employment outcomes. These demondrations would enable us to
sysemdicdly vay cetan child cae policdes for families by randomly assgning families to
groups to which different policies are gpplied and by <sudying the child care choices and
employment outcomes for these families. Because of random assgnment to different child care
policy groups, differences in average measured outcomes for different groups of families can be
atributed to the differences in child care policy with a high degree of rdiability. A second set of

ressarch designs would provide more information about child care providers and parents child
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care choices by expanding our descriptive, nationd-level data collection on child care issues. A
third set of research desgns would let us begin to explore topics about which we know very
litle. Frg, we would conduct smdl-scade dudies in a limited number of communities and on a
limited number of families or child care providers. Gradudly, as we develop better measures and
sharpen the research questions, the studies would be expanded to focus on more representative
communities and populations.

The research designs proposed in this paper ae summarized in Table 1.1. The table shows
the type of research that is proposed — a research demondration, national data collection, or a
process study — and the research questions discussed in Section B that are addressed by each
research design.

Each of the three chapters in this paper addresses a type of research methodology. In
Chepter 11, we discuss the desgns for two different socid experiments that would test the
impacts of speciﬁc‘policy interventions on the economic decisons and the well-being of families
and children. The firsd demondration would test the effects of three changes on employment
outcomes a change in subsdy policy parameers (diding fee scdes and income  digibility
limits), an improvement in information provison, and an improvement in the administration- of
subsidy programs. The second demondgtration would test the effects on employment outcomes of
offering flexible, rdiable child care with qudity variaions (basc qudity and high qudity). For
each demondration research design, we present an overview and rationale, a description of how
the research would be conducted, and a discusson of the strengths and wesknesses of specific
dterndtive research desgn and implementation decisons. In Chapter 111, we discuss ideas for

expanding the database of naiond-levd information about child care, including modifications to
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TABLEI. |

SUMMARY CHARACTERISTICS OF THE PROPOSED RESEARCH DESIGNS

Proposed Research Designs

Characteristics of Research
Designs
< AR

Basic National Data
Collection

Research ~ Demonstrations Descriptive Data  Collection Exploratory  Studies
L 2. 3. 4, 5. 6. 7. 8.

An Evaluation

Effect of of Employer

Flexible, Augmenting Policies to

Effect of Child| Reliable, and [Existng National | National Study | Participaton in | An Agenda for Increase Job
Care Subsidy | Quality Child | Data to Improve | of the Supply Child Care Research on Out-| Development of [ Flexibility and
Policies on Care on Child Care and Demand for Subsidy of-School Child | Quality Child Child Care
Employment Employment Rescarch Child Carc Programs Carc Carc Flexibility

Process Study | Focus Groups |

Research Demonstration  or
Intervention Study

0

PR R R R R RS
What 1s the cost of child care
for low-income families?

How sensitive is employment
to child care costs?

What are the child care
preferences of low-income
parents?

How are child care subsidy
policies in the states affecting
low-income  families?

What is the supply of child
care, and how do providers
react to child care policies?

How should we measure child
care quality?

How can quality child care be
developed in low-income
neighborhoods?




TABLE I. | (continued)

Prooosed Research Designs

Resganeih Deamonstrations Descriptive Data Collection Explorator ~ Studies
1. | 2, 3. 4. 5. 6. 7. 5.
An Evalualion
Effect of of Employer
Flexible, Augmenting Policies to
Effect of Child Reliable, and Existing Nationall | National Study Participation in An Agenda for Increase Job
Care Subsidy | Quality Child | Data to Improve | of the Supply Child Care Research on Out- |Development of [ Flexibility and
Characteristics of Research Policies on Care on Child Care ind Demand for Subsidy of-School Child Quality Child Child Care
Designs Employment Emnlovment Research Child Care Programs Care Care Fleyﬁbility
What is the effect of child care
quality on employment? s 7
How much flexibility do
mothers have in jobs, child
c'are, and family situations? "4 J N4 v
How can public policy
improve job and child care
flexibility? e v v
How would greater job and /
or child care flexibility affect
[employment? v </ <




ongoing nationd household surveys, improvements in saie adminidrative data on child care and
welfare programs, and pegiodically repedting the nationa surveys on the supply and demand for
child care, which were first conducted a decade ago. Chapter 1V describes exploratory studies
that would examine issues that are currently less wdl-understood, including participation in child
care subsidy programs, the need for school-age child care to support employment, techniques for
deveoping qudity child care, and employer policies intended to improve the flexibility of jobs
and child care for low-income parents. For each topic, we describe a sequentid research plan
that would begin by gathering information on a rdaively smal scae through process studies or
focus groups and build toward a larger-scde project that would be more representative of child

care providers or families in the U.S.
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I[I. EXPERIMENTAL RESEARCH DESGNS

Svad of the child cae quetions outlined in the previous chepter petan to the
employment responses of families to certan child care policdes or conditions  The best way to
learn about these regponsss is to sysemdicdly vary polides and then messure the employment
outcomes that result from this experiment. If families can be randomly assgned to different
experimenta child care palides, then families in eaech group will initidly be vary amila s that
group differences that emerge over time can be atributed, with a high degree of confidence, to
the differences in child care polides

The cod, qudity, flexibility, and rdigbility of child cae arangements have dl been
identified as problems for low-income parents sseking to mantan employment and  become
independent of wdfare This chepter destribes expaimental research designs that would enabdle
us to test the impacts of polides intended to address each of these mgor child care issues — cogt,
qudity, and flexibility/rdiability of child care -— in terms of a range of labor force, family, and
child outcomes |
A. A DEMONSTRATION TO TEST THE LABOR SUPPLY EFFECTS OF SELECTED

UBSDY POLICIES AND EFFICIENT PROGRAM ADMINISTRATION

Saes have a large degree of latitude in designing child care subsidy polides, and as a reault,
policies vay conddaably across dates. Mgor policdes controlled by daes (within broad
quiddines & by feded legidaion and reguldions) indude income dighility limits the
dructure of diding fee stdes, and maximum payment raes. These limits fees and rates tend to
be set on the basis of equity considerations, dae expaience and avaldde funding.

Unfortunatdy, they are not basad on how they affect employment decisons becauss daes do not
19



have informaion on this aiticd issue Saes (end someimes communities within dates) dso
st polides govening the digibility determination process and rues for paying child care
providers for subddized care Therefore, depending on the date (or community), digible families
may readily access child care assdance, or they may expeaience a disuption in child care
because of indfidet adminidraion of the program.

Therefore, we recommend that a research sudy examine how increesss in the generogty of
date child care subsdy polides and better adminidrative practices would affect the employment
dedgons of low-income mothes The desgn of such a dudy would involve four geps (1)
sdetting communities within different dates where the communities (end daes) have litable
characteridics (2) identifying an gppropriate group of low-income (wdfare and nonwdfare)
child care usas in a given dae (3) randomly assgning these families to one of three groups --
an expaimenta group that recaves ‘a rdaivey gengrous subgdy, better information, and
smoother program adminidration; a second experimentd group that recaives the da€'s normd
child cae subsdy but better informaion and smoother program adminidration; and a control
group thet recaves the gat€'s normd child care subsdy; and (4) following the child care choices
and employment outcomes of the three groups over time

The mgor research questions to be addressad by this demondration indude the following:

. How would a change in child care subsdy pdlides dfect the employment rates

job stability, earnings, job flexibility, and self-sufficiency of low-income
mothers?

e  How would a change in child care subsdy polides afect the choice of child care,

induding type of care, hours of cae qudity of care, paets perceptions of
qudity and flexibility of care, cost of care, continuity of care, and other features?
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e How would a change in child care subsdy policies affect family wel-being,
including income leves, parent’'s psychologicd wel-being, child support, adult
relationships amd conflict, and parenting stress?

. How would a change in child cae subsdy policies affect child wel-being,
including school readiness and peformance, behavior, hedth, and involvement
with the noncustodid parent?

This research project would aso support a descriptive study of job characteristics and child care
use by wdfare recipients in severd dtes as they make the trangtion to employment.

We condgdered whether it would be possble to evauate variations in child care subsdy
policy by dmply examining a nonexperimenta contrast between dtates with different child care
policies but decided againgt it because so many other factors vary across states that we could not
be asure that differences across states could be atributable to the variaions in child care policy.
For ingance, data are available on mgor TANF and child care assstance policies in the dtates
[see, for example,; the Urban Inditut€s Assessng the New Federdism date database and
Nationd Child Cae Information Center (1998)]. However, the policy variaion and other
differences between dates leave us with too many potentiad sources of differences in outcomes
between dates. Changing child care policies experimentdly within dtates will enable us to hold

the other state conditions constant so that differences in outcomes can be attributed to the change

in specific child care policies with a high degree of confidence.

1. The Intervention: Specific Policies to Be Tested
This research project could be desgned to examine the effects of severd different
experimenta policy changes on employment. Examples of such policy changes and a rationde

for each type of change follows

21



experimenta  palicy regading payment raes

Higher income eligibility. The da€s income dighility limit could be incressed
from an exiging low levd (for example 120 percent of poverty) to a higher leve
(for example, 250=percent of povety) on an expeimentd bass This would extend
policdes to make child care more afordable to a broader populaion of low-income
families

Lower Sliding Fee Scdes. The dat€s diding fee scaes could be reduced from a
rddivdy desp fee sthedule to a more gradud increese in fees with increases in
income on an expaimenta beds In another vaidion, the fee scde could be
reduced throughout the digible income range without changing the dope These
polices would increese child care dfordebility by redudng what low-income
parents pay for subsidized care.

Change Type of Sliding Fee Scale. Saes tha express the diding fee as a
percentage of the cog of child care could change the type of fee scde to a
percantage of family income (a rae tha vaies only with family income, ad not
with the cog of child care). This option would esstidly test the dfet of
diminating the varidion in the cogt of child care to the family recaving subsdized
care.

Improve Information and Administrative Efficiency. Some daes have
adminigraive procedures that meke it difficult for families to lean about the
subgdy programs or to find out what they need to do to goply for the programs
Some dates d0 have adminidraive rules that meke it difficult for families to megt
re-catification requirements and difficult for child cae provides to recave
regular, timdy payments for subgdized care This option would provide better
informetion to parents and improve adminigraive effidency 0 that disuptions in
child cae dighility and payments will be much less likdy.

We conddered whether it would be useful to tes policy options that would change the
maximum payment raes for child care gnce paymet raes may influence the number of

providers willing to offer subddized child care However, it is not dear how to implement an

maximum paymeant raes ae bang expeaimentdly increesad, then they will behave according to
the current, less generous payment rate schedule, and we would not expect to see a change in
behavior under the experiment. If providers are informed that some subddized families will

recaive child care a a higher payment rate, then providers may seek out these families and refuse
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to sarve the others, even if they previoudy accepted the lower payment rate. A different beds for
reseerch on the effects of variation in payment rate levdls mus be devisad.

Given the lig of possble subgdy policy vaidions, which does it make sense to ted? It
would be best to devdop a vary shart lig of policy vaiations with the highestpriority for testing
because we would wat to tex each policy chage in multiple dtes in order to increese
genardizability of the results One aiteion for sdecting palides is to identify those that move
dates in what seems to be a podtive direction from the perspective of encouraging work. Below
we discuss a proposd and raionde for a subsdy policy that would move in such a direction.  We
d0 present a dight variaion on this goproach as wel as severd dternative interventions that

might be tested.

a. Design and Rationale for Subsidy Poalicies That Could Promote Employment

Child care subgdies promote employment by reducing the cost of child care. Therefore, we
recommend tesing policy options that would reduce diding fee scdes and incresse income
dighility limits o thet low-income parents who enter the child care subsidy program can have
rddively low child care cods throughout the period when earnings are low and child care cods
ae mod likdy to discourage work.

To promote employment, diding fee scdes mus be afordadle for low-income parents but
should dso gradudly shift child care expenses from the date to the paret as income risss  Then,
a paents goproach the point @ which they ae incomeindigible for subsdies they will be
paying nearly dl of ther child care cogts. Notches, or sharp increases in child care expenses with
gndl increeses in income, should be avoided because they cause a subdantid dedine in net

income when gross income increeses by a amdl amourtt; this is a deterrent to work. Designing
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an ided diding fee scde therefore also involves choodng a sufficiently high income digibility
limit to avoid a notch. However, if we were to maintain diding fees a 10 percant of income, and

the cogt of child care is $5000 per year, then we could only avoid a notch if families were
digible for child care subddies until their annual income reached $50,000 per year, which might

be prohibitivdy expensve for dates An aternative strategy that would focus child care
subddies on the populaion mogt likdy to show labor supply effects in response to the polides is
to dlow families to be digible up to aout $30,000 per year. The fundamentd idea behind this
drategy is tha a notch a a rddivdy high income of $30,000 par year would be acceptable
because we expect tha families in that income range have a srong atachment to the labor force,
0 thar employment decisons would not be gredtly influenced by vaidions in child care cods

If an income levd other than $30,000 seems to meat this criterion, we could choose that income
level indead as the digibility cutoff. An income levd of $30,000 per year corresponds to about
220 percent of the poverty line for a family of three. Sliding fees could be st a 10 percent of
income (or lower for families with income bdow the poverty line).

An additiond condderation when desgning the diding fee scde is to "recognize thet, from
the family’'s pergoective, child care expenses are pat of a package of earnings tax, and trander
programs. It may therefore be best to condder the effect of child care diding fees on family
budgets in combination with the other tax and trandfer polides (see Hgure 11.1). Sodd  security
taxes on eanings are quite high, a 7 percent, while earnings are low, but they are offset to some
degree by the Earned Income Credit (EIC), which is phased out farly quickly, a a rate of 21.06
percent, as earnings rise from $12,000 to $29,000 per year for a family with two children (U.S.
House of Represatatives 1998). Wdfare bendiits and food damps ae avalable for families

with veary low incomes but phase out quickly as earnings rise to the poverty line and'just beyond.
24



The Food Stamp phase out rate is 33 percent. Figure 11.1 shows the composition of income as
earnings rise and as transfer programs are introduced and then phased out, for a mother of three
in Pennsylvania The effect of phasing out a package of trandfer benefits by the point a which
income reaches about $30,000 per year is high margind tax rates a& many points dong the
income scde. Margina tax rates are at least 40 percent over many income ‘ranges and are at least
60 percent as income rises from $12,000 to $20,000 per year (see Figure 11.2). Thus, over some
income ranges, the margind tax rate is very high. If the child care diding fee scde is ds0
desgned to be very deep over this income range (which is true in many dates), the work
disncentives may be subgantid.

Therefore, we would recommend experimenting with a rdaively low diding fee over the
full range of digible incomes to avoid work disncentives until the family becomes indigible for
child care subsidies at about $30,000. If the child care benefit of about $5,000 per year is phased
out smoothly over the annua income range between $5,000 to $30,000, it would require a benefit
reduction rate of 20 percent. If we instead try to keep the child care benefit reduction rate very
low, for example, a 5 percent, then we would create a notch a $30,000 ‘that would tend to
discourage work effort, unless we believe that child care cogts have little effect on work effort at
this income leve. If we decide to test the policy that maintains a very low child care benefit
reduction rate and a notch a $30,000, it would be interesting to contrast that policy against one
tha avoids the notch but ingead dlows the diding fee to rise quickly, after being redivey

condant a lower incomes, as families approach the income digibility cutoff.
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FIGURE 11.1

DISPOSABLE INCOME AT VARIOUS WAGE LEVELS
BEFORE CHILD CARE EXPENSES, MOTHER OF
THREE, PENNSYLVANIA, JANUARY 1997
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Source: Based on caculaions by the Congressond Research Service U.S. House of Representatives 1998), pp. 408-409.
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FIGURE 11.2

-2

MARGINAL TAX RATE AT VARIOUS EARNINGS
LEVELS BEFORE CHILD CARE EXPENSES, MOTHER
OF THREE, PENNSYLVANIA, JANUARY 1997
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Two other festures of subddy policdes vay conddedbly across daes and may have
important  impacts on  employment gability.  Fre, the amount of information that welfare
redpients and low-income working families have about the avalddlity and vdue of child cae
subddies ranges from veary extensve to none a dl (Meyeas 1996). Second, the adminidretive
eee With which families are edled in subsdy programs and with which their digiblity and
payments ae mantaned ove time dw vaies dubdatidly across daes In some daes
digibility and payment procedures work smoothly and dfidently, while in others families may
have difficulty goplying for subsidies providers may be pad lae and digihility may be cut off
without warning for falure to follow a procedure that the family only poorly understood. It is
possble that beter informetion and more dfident and “cudome-friendly” adminidraive
procedures might smooth recapt of subsdies for families who nead them, and this, in turn, may

do more to dabilize employment than any change in the finendd parameters of the program.

b. A Cash Alternative to Child Care Subsidies

Another possble gpproach to tesing dternaive child care polides is to use a desgn amilar
to the Negdive Income Tax expaiments, in which families were given cash on a monthly bess
that was rdaed to thar earnings leves and reflected different policy decisons regarding the Sze
of the income guarantee and the rate of benefit reduction with respect to eanings. Providing
families with a monthly cash amount would amplify the palicy andyds to focus on the effect of
a child care ubsdy amount thet varies with income, rather then the effect of different levds of
maximum payment rates and diding fees. Because the child care subgdy in the current sydem is

the difference between the maximum paymett rate and the diding fee diffeet levds of
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maximum payment rates and diding fees may imply the same subsdy level even when payment
rates and fee scales are different.

However, most sates do not provide the child care subsdy as a smple cash payment to
parents, in part, because politica support for a child care subsidy depends on assurances that the

money will be used for child care expenses. And cash payments cannot be so earmarked.

Moreover, providers would be less willing to serve low-income parents recaiving cash subsidies
because the providers would be concerned that families with limited income would not use the
cash subddy to pay them on a regular bads. Therefore, we do not recommend usng cash

subsdies as the experimentd child care policy.

¢. Recommended Interventions

We recommend testing two or three policy varidaions in each dte. One policy variation
would provide low diding fees throughout the range of eigible incomes and increase income
eligibility to about $30,000, or about 220 percent of poverty. A second policy variation would be
to provide clear information about digibility for child care benefits and simplify digbility and
provider payment procedures to make the program more accessble and efficient. Thus, one
experimental group would operate under the current sat of diding fees and income digibility
limits, but with better information and adminidretive practices, dlowing us to test the effects of
these adminidrative factors on employment. A second experimenta group would be offered low
diding fees and higher income digibility limits, dong with better information and adminidrative
practices, dlowing us to test the additiona impact on employment of more affordable child care
subsidy policies. An additiond group of families not experiencing ether change would be used

as a comparison with the other two groups. This design would dlow us to test both the
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adminigraiveinformationd issues as wdl as a change in the diding fee scde ad income
dighility limit that may offer more incative to work.

Two vaidions in this desgn would be possble while continuing to tes the impact of
infformationd and adminidrative reforms and the effet of more afordable subsdy polides
Hrd, an intermediate diding fee schedule could be tested to messure the impects of polides that
would be less expengve for daes (This intermediate diding fee schedule would fal somewhere
between the average diding fee schedule in the daes and the more afordeble diding fee
schedule that was proposed.) Second, the interventions could be designed to separady test the
efect on employment of incressing the income digibility limit (extending the dat€s dd diding
fee sthedule through the new income range) and the effect of decreesng the diding fee scde
dong with increesing the income digihility limit.

Ancther possble design vaidion is to randomize one group to recave no child cae
subgdies, and two other groups to recaive subgdies under the old and new policies, respectively.
Many low-income families who ae digible for child care assgance do not recave hdp paying
for child care, s0 it would be important to contragt the experiences of this grbUp with the others.
As long as the date invalved in the demondraion canot serve dl of the dighble families it
would be ethicd to identify a “no subsidies’ group for research purposes It would be possible to
define this group as “no subgdies for a spedified period of time (for example two or three
years)” in order to increese the acceptability of such a ressach group and to dlow the
intervertion to lagt suffidently long to tet its effects.  Induding a group of families who were
randomly assgned to recave no subsdies would enddle us to sudy labor supply effects of no
subsdies which is important because a lage proportion of low-income working families and

wdfare families do not recave subsdies
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However, eech new expaimentad group increesss the sample d9ze necessay for the
demondration by a large amount (see Section A.3). Therdfore it would be a more effidet use
of research funds to choose only those experimentd options that are likdly to teach us a lot aout
the rdaionship between dterndive polides and outcomes Smdl vaidions in subgdy policy
parametes may not individudly have a vary subdantid effect on employment, o it may be more
cod-effective to choose a dngle st of subsdy polices that is expected to have srong effects on
employment, contraging that option with improvements in  adminigration, which ae d

expected to have srong effects.

2. Target Population and Sampling Strategies

The target population for this demondraion is low-income parents who ae making the
trangtion from wefare to work. Because of the srong economy and the current wedfare policy
emphass on ddf-auffidency, many of the parents who are “meking the trandtion” to wark are
currently employed. Thee are the people who were previoudy recaving wefare and who might
retun to welfare in the event of job loss or other arids.  Therefore, the child care subsidy pdlicy
to be examined in this demondration would be offered to two groups of families those
recaving wdfare (the wdfae sample) and those who ae not on wdfae but who have low
income (the low-income sample). The later group will conds primarily of parents who ae
employed, but idedly, parents targeted by the sampling drategies discussed bdow will have a
tenuous dtachment to the labor force Many of these parents will have been fomer wdfare
recipients and/or would be expected to recave wdfare @ some time in the future in the absence

of the experimentd child care palices

‘
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In this section, we describe various drategies for recruiting both types of families We will
aso discuss how the choice oOf recruiting drategy may influence the ease and cods of
implementation, the efficiency of the sample for addressing the research questions, and the types
of questions that can best be addressed by a demondtration using each type of sample.

The wdfare sample will consst primarily of sngle parents, and most of them will be sngle
mothers. For the low-income sample, however, a decison must be made about whether to recruit
dl types of families or only sngle parents. Each of these draegies has advantages and
disadvantages. Recruiting a broader st of families would increase the generdizability of the
results and dlow researchers to address additiond questions, such as whether subsidy policies
influence dngle-parent and two-parent families differently. For example, the presence of two
paents may influence child care choice and dability in employment. On the other hand,
sudying a sampie consgting entirdly of single parents would focus the research on the group that
has been a the center of the wefare reform debate. In addition, single parents may have gresater
child care needs and be more likely to participate in the child care subsdy program, since they
are likdy to have fewer informd child care options. These considerations would need to be
weighed in the design phase of the demondration.

A reated issue is how to redrict the sample with respect to the age of children. Redricting
the sample to families with young children (under 4 years) would focus the research on those
families with the mog difficult child care chdlenges and mogt in need of child care hdp over the
immediate follow-up period for a child care demondration. Induding families with older,
school-age children as well would broaden the scope of research that could be carried out with
demonstration data. We recommend that the families sdected for the demondretion have a child

under 4 years old to focus the research on families with the highest potentid child care cogs and -
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to dlow at least a year to follow families who would need to arrange child care to cover dl of the
parents work hours. Many of these families would dso have school-age children so that, if there
is sufficient interest, the child care issues for older children could be examined. We-would not
recommend narrowing the rule for the age of youngest child much more than this because this
may make it difficult to recruit a large enough sample, but the degree to which redricting the
age of youngest child would complicate sample recruitment would ultimately depend on the sze

of the community in which the demondration is operating.

a. Wdfare Sample

The key issue in sdecting a welfare sample for the demondration is to sdect the point in
time a which wefare recipients should be chosen, randomly assgned into trestment and control
groups, and offered a child care subsdy. There are three options (1) the point a which families
enter the welfare system, (2) the point at which families reach a job-ready stage, and (3) the point
a which families enter employment and apply for child care subsidies We discuss these points
from the perspectives of which research questions would be best addressed by the random
assgnment desgn and which points offer the most operationdly feasble bass for random
assignment.

If random assgnment occurs a welfare entry, with families receiving a clear explanation of
their child care benefits a the outset, the demondration will be designed to answer research
questions about the effect of the child care interventions on entry into employment. However,
random assgnment a wdfare entry is a wesker desgn if our primary interest is in employment
retention, because the child care interventions may affect employment entry. Snce the

composition of the group of employed parents would thus be affected by the intervention, it
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would not be possible to use the random assignment design to look at effects of child care on the

dability of employment, earnings over time, and other employment outcomes that depend on
employment entry.  On the other hand, an advantage of welfare entry as the random assignment
point is that it is a wel-defined point in the flow through the wdfare sysem, so random
assgnment could be implemented eadily and with a high degree of integrity.

Ancther option for the random assgnment point is to assign families to child care benefits
when they reach the job-ready stage and vigt the wdfare office to discuss employment plans
with a case manager. The exact point of random assgnment would depend on how families
move through the wefare system, which would vary across dates and possbly, across
communities. In generd, however, dates may vary according to the emphads they place on
quick entry into jobs or an employment-rlated activity. States that place a strong emphasis on
quick entry into jobs or relaed activities may be able to identify a random assgnment point that
would be close to job entry.

If random assignment were to occur sometime during job readiness activities, the
demongration may dill be best desgned to address research queﬂions” about entry into
employment. However, the later the point in the process that random assgnment occurs, the
more likely that families in the demondration will be s0 dose to entering employment that the
child care intervention will have little or no impact on job entry. If random assgnment occurs
close enough to employment entry, then questions about job retention and other employment
outcomes can be addressed.

A drawback to sdlecting a point in the job readiness process for random assgnment is that
this point may be less wdl-defined than wefare entry. If the random assgnment point is not

well-defined but determined a the discretion of the case manager, the integrity of random -
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assgnment can be threstened by gaming behavior on the part of case managers who are aware
that random assgnment will occur a a paticular point in the process Ancther problem with
sdecting a point in the job readiness process for random assgnment is that this point may differ
across communities, so the characteridtics of the sample of families entering the demongration
would be very different. Moreover, finding a point for random assgnment during the job
readiness process may not be operaiondly feasble in some communities.

A third option for the random assgnment point is to enroll families who have found a job
and are aoplying for a child care subsidy. This option would provide the strongest basis for
usng the random assgnment design to examine questions of employment retention and related
issues that depend on being employed. The point of gpplication for child care subsdies is dso a
well-defined point for random assgnment that will ensure the integrity of the random assgnment
sysem. However, to ensure that the families entering the child care demondration are broadly
representetive of the families leaving wefare for employment, dl families recaving wdfare
would need to be well-informed about the avallability of child care subsdies and how to apply
for them. Otherwise, the group of wdfare recipients enrolling in the demondration would likely
be those who are more skilled than other wefare recipients in finding employment, more savvy
about’ benefits avalable to them (like child care subsdies), and more in need of child care
assistance.

Since dl wefare recipients would need to be wel-informed about the availability of child
cae assgance and how to gpply for it, random assgnment at the point of agpplication for
subsdies would dso preclude studying the effect of subsdy policies on entry into child care
programs. However, it would gill be possble to examine how differences in information and

progran adminigration following child care program entry affect parents ability to mantan -
35



their child care arrangements and employment over time. Another possble way to test the effect
of information and adminigrative amplicity on child care program participation and employment
over time would be to choose a different community in the date that has amilar characteridtics,
but where information and program adminidrative practices will not be changed. This
community could provide a control group for the demongraion. The disadvantage of this
drategy is the difficulty of finding a vaid comparison community. Another possibility is to use
different wefare and child care program offices within the same city to provide the contrast in

administrative and information practices. In this case, the sample of families in the experimentd
groups would be more smilar, and labor market and other community characteristics would be

more Imilar than if different communities were used..

b. General Low-Income Sample

Examining a more genera sample of low-income parents who do not receve wdfare is
useful for at lesst two reasons. Fird, dthough the members of this sample will not currently be
receiving welfare, they may have received welfare in the past or may do o in the future. Thus,
dthough they may not currently face the problem of finding adequate employment and child
care, they are at risk of leaving their current job, entering welfare, and facing these
employment/child care problems in the future. Second, even low-income parents who will never
recave wefae face many of the same problems with finding and mantaning high qudlity,
flexible, and affordable child care arrangements as do wdfare recipients. Child care subsdy
programs are, in fact, intended for both those leaving welfare and the working poor.

The sample of interet among low-income parents includes those who are currently

employed but who have a tenuous attachment to employment and/or those who are not currently
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employed but who are looking for work. As was the case with wefare recipients, the random
assgnment point influenees the questions that can be addressed. We discuss two approaches to
identifying low-income, non-welfare families that involve tradeoffs in tems of the point of
random assgnment that are smilar to those discussed for the wefare sample.

One way to draw a low-income sample would be to use random-digit-diding (RDD)
methods in telephone exchanges from low-income neighborhoods. Interviewers would sample
phone numbers from these exchanges and conduct screening interviews to identify whether the
number reaches a household or a business, and then, if it is a household, whether the family has
low income, a child under 4 years old, and is not receiving welfare. If the household is digible
for the demondration, the interviewer would assgn the family randomly to one of the
experimental groups, offer the appropriate child care benefit, conduct a short basdine interview,
and collect some contact information to ad in future follow-up survey tracking. The offer of
child care benefits would include encouraging the family to apply for those benefits if they are
employed (and not currently receiving them) or to gpply when they became employed.

A drawback of this gpproach is that random assgnment would occur a ‘a range of points in
the process of moving into jobs. Therefore, many families who were identified as digible for the
child care demondration may not obtan jobs or use the experimentd child care benefits. In
addition, it is expensve to use RDD methods to obtain a sample of this type. Findly, the low-
income sample obtained through RDD methods would not be comparable to the welfare sample,
S0 it would not be possible to combine the two samples for andysis. Therefore, samples of both
the wefare and the low-income groups would need to be large enough to detect meaningful

impacts of the demondtration, which could add to the cost of the demondtration.
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An dternative strategy would be to sample nonwelfare low-income parents when they apply
for child care subsdies. -Since this was dso described as an option for wefare recipients, the
same sampling strategy could conceivably be used to sdect both samples of interest, and if o, it
would be possible to combine the wdfare and low-income samples in the andyss. However, to
ensure that a sufficiently broad sample of low-income parents enters the demondration, it would
be important to condder extensvely promoting the availability of subsdies throughout target
low-income neighborhoods. The idea would be to draw in many low-income parents as they
were first getting jobs and dso attract other low-income parents who were dready employed but
perhgps gruggling with child care arangements. Unfortunately, usng an informatiion campagn
to bring families into the child care office would decrease the ability to test the effect of better
information about subsdy policies on employment outcomes. However, we could ill develop
drategies for vaying the amount of information and adminidrative efficiency once the family
has entered the child care assstance program, and examine how well families maintan child care
assgance and employment over time.

With this sample, anadyss could study the effects of the child care subsid'y policy of interest
on job retention. Care would have to be taken to gain state and loca community cooperation,
gnce the promotion of child care subsdies would have an unknown effect on participation in the

program and could increase program costs subgtantialy.

3. Key Outcomes and Sample Size Considerations
The key rdationships of interest in this demondration are between the child care subsdy
policies, and the employment outcomes and child care choices of low-income parents. In this

section, we describe employment and child care outcomes that could be tracked as part of the
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demondration, and we discuss sample Sze condderations, including how large samples would
need to be to discern meaningful impacts of changes in subsidy policy.

Outcome measures could be obtained from a combination of adminidtrative data from
welfare and child care programs, Unemployment Insurance earnings data, and periodic surveys
of parents in the sample. The adminigrative data could provide very basc measures of
employment, welfare program participation, and child care program participaion, but survey
data would be needed in order to obtain detall about characteristics of jobs and child care
arrangements. Because we would expect families to obtain jobs and make child care choices
within a rdaively short period after they receive information about the child care policies
avalable to them, we would recommend conducting a survey within 12 to 18 months of
evollment in the demondration. The earlier survey point would be preferable if random
assgnment occurs very close to or a the point of obtaining employment. while the later survey
point would be preferable if random assgnment occurs earlier in the flow from wefare to work.

To provide information that is useful in identifying subgroups of families in the andyds we
aso recommend a short baseline survey, which could be completed as part of intake and random
assignment. The basdine survey would aso include contact information that would reduce the

cos of locaing families for future follow-up surveys.

a. Main Employment and Child Care Outcomes

The child care subsdy avalable to low-income parents can influence employment outcomes
in a vaiety of ways. The key employment outcomes include initid time to employment among
welfare recipients and various measures of employment retention and <ability among low-

income working parents. As we discussed in the previous section, if the random assgnment
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point is early in the flow from wefare to employment, the random assignment design can be
used to examine the effeets of the experimenta child care policies on employment entry and
initid characterigtics of jobs. If the random assgnment point is closer to the time low-income
parents obtain jobs, then the random assgnment design can be used to measure the effects of the
experimenta child care policies on job retention.

A child care intervention that occurs early in the job search process may affect severd initid
employment outcomes. For -indance, the avalability of generous subsdies may encourage
andlor dlow low-income paents on wefae to find employment more quickly and work for
more hours than they otherwise would. The subsidies may influence the initid characteristics of
the jobs that welfare recipients take, such as wages, occupation, or fringe benefits, but the
directions of such effects are not clear.

Table 11.1 provides a list of potentid outcomes that could be examined as pat of an
evduation of the effects of experimentd child care policiess We discuss the employment
outcomes in this section, but the table ligts illudtrative outcomes in the aress of child care choice,
parent and family wdl-being, and child wdl-being, which rdate to the research questions listed
ealier in this section.

Time-to-employment measures reflect how quickly welfare recipients find jobs
(following ether ther initid orientation or job-readiness determination). Other key outcomes
reflecting initid job characteridics include © hours worked and weekly earnings. In addition,
information on wages, fringe benefits, occupation, and the percentage of people whose jobs
involve irregular shift work would add detail about the characteristics of jobs obtained by welfare

recipients with and without access to more generous child care subgdies.
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TABLE

1.1

ILLUSTRATIVE OUTCOME MEASURES FOR A CHILD CARE
POLICY DEMONSTRATION

Time to Employment
Percentage employed within 6 months

Percentage employed within 12 months
Percentage employed within 24 months

Characterigtics of Initial Job
Wage ($hour)
Hours per week
Weekly Earnings
Shift work (percentages)
Regular
Evening/night
Vaidde

Fringe benfits
Hedth insurance
Life insurance
Paid vacation

Occupation

Earnings Growth
Conditions, in first year after job sart
Wage ($hour)
Hours worked per week
Weeks worked
Annud  eanings

Conditions five years after job Start
Wage ($/hour)
Hours worked per week
Weeks worked

Change in earnings (percentages)
First year to second year
Frg year to fifth year

41

Employment Stability
Percentage employed each month after job Start
Average percentage of weeks employed during
first two years after job start
Average percentage of weeks employed during
fird five years dfter job dart
Didribution of weeks employed during first
two years ( percentages
Didribution of weeks employed during first
two years (percentages)
Less than 25%
25% to 50%
50% to 75%
More than 75%

Employment Patterns
Length of initid employment spdl (%)

Less than 4 months
Less than 12 months

Time until reentry into employment after initid

el ends
Number of employment spdls during firgt two

years fallowing initid job dart

Reasons for ending employment spels



TABLE 1. 1 (continued)

Percent Ever Used Child Care
Center Care

Nonrelative home-based care
Reative Care

Hours Per Week in Child Care

Stability
Number of providers concurrently
Number of providers in past 6 months

Child Care Cost

Price of child care

Cog of child care to family

Subsdy amount

Trangportation time to child care

Share of earnings spent on child care
Share of family income spent on child care

Employment Problems Attributable to
Child Care

Lost hours of work

Lost days of work

Reasons for work interruptions
Provider illness
Child care stting closed
Need to find new provider
Sick child
Couldn't pay provider

Lost job or employment opportunities

Par
'‘Warmth

IRich environment

Skilled caregiver

Tak and Share

Accepting and supportive
High risk care

(Child safe and secure
(Child getting dong socidly

g

(Other Parent Ratings of Child Care
Satisfaction

(Continuity of care

(Child's specid needs

iDifficult work schedule

Affordable Care

'Flexibility
‘Work
(Caregiver
1Family

Professional Quality Ratings
Qudity of caregiver

Caregiver-child  interactions
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'Sefety and hedth

(Caregiver education
Training and experience

(Child - &aff ratios, group Sze
(Global Quality Ratings

(Culturd and language environment
'Caregiver’s detachment, sengtivity, harshness




TABLE 1. 1 (continued)

“Months received welfare
Monthly wefare amount

Subsidized housing
Number of times re

Medicaid eli ibilit_y___

 Parent’s Well-Bei

.......... ¥

Literacy <Kkills
Educationd  atanment

Health Status and Health Care
Health status

Hedth insurance coverage
Hedth care utilization

Medicd home

Substance use

Father Involvement

Contact with father

Activities with father

Child support

Social and Psychological Well-Being
Socid support

Maritd datus

Mgor life events

Depression

SHf-efficacy

Parenting Skills and Practices
Knowledge of child development
Parenting practices

Parent-child  relaionship

Child abuse or neglect

Home Environment

Qudity of home environment
Neighborhood characteristics
Household compostion and stability
Family conflict

Family routines

evelopment
Receptive  vocabulary
Expressve vocabulary
School readiness

Attention during assessment

Emotional Well-Being
Sdf-regulation
Behaviord problems

Prosocid  behavior
Self-concept
Compliance with parent

Health Well-Being

Hedth gatus

Wel-child vigts

Use of emergency room for care
Hospitaization for accidents
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However, a more important effect of child care subsdy policy may be on the job retention or
employment dability of low-income parents Employment sability outcomes include measures
of individuds levels and paterns of employment over a given follow-up period. For example,
the levd of employment could be measured by monthly employment rates after the individud
began their firg job. An dternative way of looking a employment dability is to examine the
employment petterns of low-income parents. How long is ther initid employment spdl? How
quickly do they return to a job after ther initid employment spell ends? How many spdls do
they have in totd over a given period? Rangargan, e d. (1998) found that nearly hdf (45
percent) the employment spdls are very short, ending within 4 months, though most people
whose employment spells end are back in other jobs within a year (53 percent). (Rangarajan, et
a. (1998) examined employment outcomes for wefare recipients who found jobs during the
period from 1979 to i994.) Earnings growth is another plausble outcome, sSnce a generous
child care policy that pogtively influences the hours low-income paents work and ther
employment Sability may dso lead to lager earnings growth over time. Thus, another set of
outcomes that could usefully be examined would measure the degree to which earnings increase
over time for low-income parents who get jobs. Among welfare recipients who obtained jobs
during the period 1979 to 1994, Rangargan et d. (1998) found that there was a Szable increase
(33 percent) in earnings during the firg five years following the dart of the firgt job.

Child care choices are another important set of outcomes that would be-examined as part of
the impact andyses. We would expect more generous child care subsidies and more efficient
child care program adminidration to increase the proportion of digible families who participate
in child care subsdy programs. Families participating in child care subsidy programs would be

more likely to choose center-based care because the subsidy makes it more affordable. These
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families would dso be more likdy to continue in thar child cae arangements for longer, use
child care for more hours-per week, and use child care for a greater number of months
Table 11.2 shows key child care outcomes that were meesured as part of the Teenage Parent

Demondration (TPD) evduation. The TPD evduation looked a the effects of mandatory schodl
and work requirements on a sample of firg-time wdfare redpients who entered wdfae as
teenagers. The table shows impacts measured on sdected child care variables, induding whether
child care was ever used and the percentage of mothers usng center-bassd care, nonrdaive
home-based care, or relative home-based care. TPD was not a child care demondtration, but case
managers did try to provide mothes with the assdance they nesded, induding finendd
assdance, in order to find child care s0 that they could atend school, work, or training. Case
managars did not offer a more generous package of finendd assdance than was dready
avaladle in the dae In addition, the mothers enrdlled in TPD had younger children and were
younger, on average, than we would expect the children and mothers digible for the proposed
child care subddy demondrdion to be Theefore we would expect the child care subsdy

demondration to have greater impacts on choice of care than TPD did.

b. Sample Size Consderations
Given this desgn, an important question involves how large a sample is necessary to detect
Subdtantively important effects of the trestment across the demondration sStes  In other words,

what are the minimum detectable impacts of demondraions usng various samnple szes? If the
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TABLE 11.2

KEY CHILD CARE OUTCOMES FROM THE TEENAGE PARENT DEMONSTRATION

Control ~ Group Edtimated  Impact
Child Care Outcome Lowest Highest Lowest Highest
used chi 54.8
Percent of families using child care who used 10.2 16.2 3.5 8.0
center care

Percent of families using child care who used
nonrelative home-based care 20.1 16.2 2.3 1.0

Percent of families using child care who used
relative care 76.1 76.9 -1.6 -5.9

Percent in activities (job, school, or training)
Percent of al mothers who are using child care 31.0 19.0
Percent of al mothers who are using center care 2.2 2.0

Percent of al mothers who are using
nonrelative  home-based care 4.6 51

Percent of al mothers who are using relative 24.5 10.0

care

SOURCE: For four-month follow-up substudy: Kisker et a. 1990. For two-year follow-up estimates. Maynard et
al. 1993. .

“The Teenage Parent demonstration operated in three sites. Maynard et a. (1993) present estimates separately for

each site. Therefore, we have reproduced on this table the lowest and highest of the three site estimates for the
control group mean and the estimated impacts.
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sample tha is andyzed gs too smdl, then the estimated impact on employment outcomes will
likdy be gdatidicaly inggnificant even if the true effect is subgantid. As the sample sze grows,
the likdihood that the edimate of this subdantid impact will be datigticdly dgnificant dso
grows. However, costs will also increase as the sample size grows, so we would like to sdect a
sample that is smal enough to keep codts to a reasonable level but large enough to yidd an
edimae of any subsantively important impact thet is likely to be datidicaly sgnificant.

To find this “preferred” sample Sze, we assess the datistical properties of various sample
Szes that could be used in a child care subsdy demondration. We assume that we will pool the
sample across dtes for andyss dthough it would dso be useful to edimate impects for
individud dtes to underdand the aggregate results better. We dso assume an equa number of
treetment and control group members because this sample mix generates the most precise impact
edimates, athough this assumption could eesily be reaxed.

The szes of minimum detectable impacts depend on three factors (1) the sample szes used
in the esimation, (2) the standard deviation of the employment outcome being studied, and (3)
the parameters chosen for the datidicd tests that will be used? Minimum detectable impacts
will be larger if sample szes are smdler, outcomes are highly variable, or datistica tests with
great power and high levels of confidence are used. In addition, since low response rates would
lead to smdler samples, this would aso lead to larger minimum detectable impacts.’

Table 11.3 shows potentid sample dzes for the demondration dong with minimum
detectable impacts for a binary employment outcome with mean vaues of 0.50, 0.60 (or 0.40),

and 0.70 (or 0.30). These vadues would be reasonable monthly employment rates during the
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2 TABLE 1.3

SAMPLE SIZES AND MINIMUM DETECTABLE IMPACTS

Sample Sze
Treatment Control Minimum Detectable Impact of
Group Group Mean of Employment Rate Outcome Subsidy Increase  (percentage  points)
250 250 0.50 111
250 250 0.60 10.40 10.9
250 250 0.70 10.30 10.2
500 500 0.50 79
500 500 0.60 10.40 7.7
500 500 0.70 10.30 7.2
750 750 0.50 6.4
750 750 0.60 7 0.40 6.3
750 750 0.70 / 0.30 59
1000 1000 0.50 5.6
1000 1000 0.60 10.40 54
I 000 1000 0.70 10.30 o
1500 1500 0.50 4.5
1500 1500 0.60 10.40 44
1500 1500 0.70 / 0.30 . 42
2000 2000 0.50 39
2000 2000 0.60 10.40 39
2000 2000 0.70 10.30 36

Notes: Minimum detectable impacts assume a smple difference of means edimator and are caculated assuming a
one-tailed t-test with 80 percent power and a 95 percent confidence level.
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sverd-year period following the dat of an initid job for a low-income parent. To cdculate
minimum detectable impaets, we assume that a onetaled t-test of differences between treatment
and control group mean outcomes would be performed a a 95 percent confidence level with a
power of 80 percent. We dso assume tha the treatment impact would be edtimated with a
smple difference of means estimator.*

The minimum detectable impacts are expressed in terms of percentage points. Thus, for a
totad sample of 1,000 split evenly between treatment and control group members, the minimum
detectable impact of the trestment on a binary employment outcome with a mean of 0.50 would
be 7.9 percentage points. In other words, we would expect to be able to detect the impact of a
treatment that led to an increase in the employment rate from 0.50 to 0.579 (or an gpproximately
16 percent increase). If the true impact was only 5 percentage points, or 10 percent, we would
not expect this desgn to be able to detect it (that is, the estimated impact would be rdatively
likdy to be gddidicdly inggnificant).

Actua sample sizes for the demongration would need to be larger in order to ensure that the
completed sample Sze reaches the numbers shown in this table. The table- shows that as the
sample increases from 500 (including 250 treatment and 250 control group members) to 4,000,
the minimum detectable impact for a binary outcome with a mean vaue of 0.60 fdls from 10.9
percentage points (about 18 percent) to 3.9 percentage points (6.5 percent). The minimum
detectable impacts for an outcome with a mean vaue of 0.50 are smilar to these impacts, but the
minimum detectable impacts are dightly lower for binary outcomes with a mean vaue of 0.70.

Given these minimum detectable impacts, what is a reasonable sample size for a
demondration involving an increase in the child care subsdy given to low-income parents? The

answver to this question depends in pat on exactly wha policy change is being sudied in the -
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demondgration. If the policy change involves a large increase in child care subsdies going to
low-income parents (an&a resulting decrease in their child care costs), we would expect the
resulting impact of the policy change on the employment outcome being studied to be rdatively
large. Thus, the sample needed to study this type of policy change would not be as large as the
sample needed to study a smaller expected change in child care subsidy policy.

Currently, child care subsdy policies lead to child care fees for low-income parents that
range from nothing (or dmost nothing) to saverd hundred dollars a month. In Alabama, for
example, fees range from about $20 a month to about $290 a month (Nationd Child Care
Information Center 1998). Similar ranges in other states include $8 to $220 in lllinois and $22 to
$491 in Minnesota.” If we assume that a reasonable policy to test in the demonstration would
require low-income parents to pay no more than 10 percent of their monthly income for child
care, this would lead to a decrease in the fees chmged to parents at the upper end of the fee range.
In particular, the upper limit on monthly fees would fdl to about $144 in Alabama, $182 in
[llinois, and $286 in Minnesota. The corresponding percentage decreases are 50 percent in
Alabama, 17 percent in lllinois, and 42 percent in Minnesota. Selecting a fee decresse between
the lower bound of Illinois and the upper bound of Alabama, and taking into account the fact that
such a policy change might lead to smaler fee decreases for parents whose incomes did not put
them at the top of the digible income range, we believe that it is reasonable to think about testing
a policy tha would involve a decrease in low-income parents child care fees of about 25
percent.

Research on the relaionship between child care costs and employment outcomes can give us
some idea what the true impact of this proposed 25 percent decrease in child care fees to low-

income parents might be. Two dudies have examined the reaionship between a family’s child
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cae expenditures and mothers employment rates The Generd Accounting Office (1995) found
an dadiicity of -0.50 for poor mothers and -0.34 for near-poor mothers. Kimmel (1995) found an
dadidty of -0.35 for poor Sngle mothers Kimmel’s edimate implies thet a 25 percent decresse
in child care expenditures would leed to an 875 percat increese in poor sSngle mothers
employment rae.  If the base employment rate of this group is 60 percent, an 875 percent
increase amounts to an increase of 5.25 percentage points.

Thus, research suggedts that the policy described above might have a true impact of 5.25
percentege points. Table 11.3 shows that a sample of 1,000 trestment and 1,000 control group
membas would not be die to detet this impact with suffident power (Snce its minimum
detectable impact is 54 percentage points). To generate a minimum detectable impact of 5.25
percentage points with 80 percent power, a sample of 1,076 per group would be sufficient.  If we
have three groups (one contral group and two trestment groups) we would need a totd sample of
3,228.

We may ds0 wat to messure minimum detectable impacts of the demondration on
outcomes thet are continuous rether than binary, such as mean wages or hours worked per week
in a low-income parent's initid job. According to Rangagan et d. (1998), wdfare redpients
finding jobs end up working an average of 32 hours a wesk and earn doout $6.50 an hour on
avaage. With a sanple d9ze of 1,076 pe group, the minimum deedtable impacts of the
demongration would be 1.61 for hours worked and $0.32 for wages (both effects of about 5
percent).’ These sample Szes generate impact estimates that are reasonably precise.

Ancther issue worth congdering before sdecting a find sample dze is whether the sample
will be sread across multiple Stes and, if s0, whether these samples will be pooled before

making impact edimates For example, if a totd sample of 3,228 is pooled across four gtes then -
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the sample within a Ste will be only 807, and the minimum detecteble impact for a binary
outcome with a mean of 6.60 will be about 10.9 percentage points in each dte. If esimding site-
spedific impacts will be an important pat of the andyss then working with a sample within
each site large enough to detect an impact of 5.25 percentage points should be conddered.
However, Ste samples of this Sze ae likdy to be beyond the cost condrants of this sudy.
Alternaivey, it may be both prudent and cod-effective to hedge agang the posshility that one
of the four gtes paforms poorly by expanding the sample S0 that impects can be detected usng
three out of the four Stes This would require a sample of 4,304 overdl, or 1,076 in each ste

(359 per group in each Ste).

4. Number of Sites and Criteria for Site Selection

To pamit some contrag and improve the generdizability of results we recommend that
eech pdlicy change be teted in a minimum of four gtes each located in a different date The
ided number of dtes depends on a tradeoff between important objectives On the one hand,
having more Stes would increese the genardizability of results It would also provide some
insurance agang paformance rik, Snce in any dudy, some Stes may peform poorly, leaving
ressarchas with an insuffident sample in the remaning dtes to detect reesonable leves of
program impacts Having more dtes would dso reduce the sample Sze requirements for each
gte, which is important because limitations on the avalable child care funds limit the number of
families each dte can be expected to sarve. On the other hand, having fewer Stes would reduce
the cog of the demondration and the difficuities of implementing it in multiple Stes

Regardless of the number of dtes sdected for the demondraion, each mug be large enough

to generdte a flow of enough families into the demondration to meat sample Sze targets within a
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ressonable time frame. For example, if each Ste needed to enroll 1,076 families within a year, it
would need to provide assurances that about 90 digible families with a child under 4 years would
goply for child care subsdies each month. Sites must dso be able to provide subsdies to the
number of families tha are required for the demondraion esch month. Two-thirds of the
eigible families enralling in the demondration would need to receive child care assigtance, s
gtes would need to have the capacity and funding to serve about 60 new families each month.

Stes included in the demondration will need to be partners with the researchers in
implementing the experimental policies, ensuring the integrity of the random assgnment process,
and supporting data collection efforts  The experimentd desgn will require that different
policies apply to different families, and that these policy differences continue for a least three
years. Researchers will have to work with the sites to find ways to recruit a sufficiently large and
broad sample of low-income and wefare families into the demondration, and to determine how
to implement a vdid tex of improved information and adminidrative practices for different
experimenta  groups. Sites will need to cooperate with the data collection process by ensuring
that parents who enroll in the demondraion complete a brief basdline guestionnaire, by
supporting efforts to locate and contact families for follow-up interviews, and by providing
adminidrative data on families enrolled in the demondretion.

Sites should be chosen to provide a contrast, for example, to represent different regions of
the country, to test the interventions againg different basdine child care policies, and to test the
child care interventions in different wedfare reform environments. Choosing dtes in this way
will enable different dtate program administrators to identify a dte that is somewha comparable

to their date; as a result, more of them will believe that the research results apply in ther date.
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Sites would aso need to be chosen so0 that the experimenta policy change would make their
child care rules more generous -- states would not be -asked to reduce benefits for any
participating family as pat of the demondration. In addition, the dates paticipating in this
evduation should have flexible, automated child care systems that could be used to randomly
asdgn families to different child care policies. This would dlow the system to be used to track
the participating families and calculate the appropriate child care bendfits over time.

Paliticdly, it may not be smple to gain the interest of dedrable dates. The more generous
policies need to be offered in dates with reatively redtrictive child care policies, and these dates
may be concerned about the cost or adverse incentives of making child care policy too generous.
So-me of these dates have carefully designed their policies so that they can provide child care to
dl digible families who apply for it, and they may be unwilling to upsat their careful baance of
policy parameters to test the impact of a more generous policy. Nevertheess, given the leve of
dates interest in information about better child care policy desgn, it may be possble to find
enough of them that ae willing to participate in the demondration. In addition, it may be
possible to implement this demondration in a state that is about to make its child care policies
more redrictive. Here, we would use a desgn that compares families digible and receiving
benefits under the old, more generous rules with families recelving benefits under the new, more

redrictive rules. This desgn may avoid some of the entry effects discussed above

5. Schedule and Plan for Implementation
This demondration and evauation could be implemented and completed within a five-year
time frame. The fird year would be devoted to sdecting Stes and planning demondration

operations in conaultetion with date and locd officids. Plans would include procedures for
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identifying and sdecting families for the demondration, informing them about ther benefits and
collecting adminidtrative and survey data over time. In the second year, the procedures would be
implemented in the dtes. Families would be enrolled in the demondration and short basdine
interviews would be completed. In the third and fourth year, data would be collected on parents
employment, child care choices, family well-being, and child well-being. In the fifth year, data
andysis and reporting would be completed.
B. A DEMONSTRATION TO TEST THE LABOR SUPPLY EFFECTS OF FLEXIBLE,

STABLE CHILD CARE WITH QUALITY VARIATIONS

Inflexible jobs pose a problem for some low-income parents who do not have another adult
in the home who can hep with child care and who have difficulty finding flexible child care
There are actudly severa didinct problems that are given the labd, “job inflexibility,” and each
cdls for a different type of flexible child care solution. One problem is that the nonstandard
work schedules of low-income parents often require child care that is available outsde the hours
when mogt child care providers operate (roughly, 7 am. until 6 p.m.). Another problem is that
parents may have jobs with schedules that change from week to week, or théy may hold a series
of short-term jobs with different schedules, so that over a year, their work schedule has changed
svad times meaking it difficult to mantan a dable child cae arangement with a dngle
provider. Findly, at least for an initid period of 6 to 12 months, and sometimes for longer, low-
wage jobs do not often provide benefits, such as paid vacation and sick time that could be used
when children are sck or the provider is unavaldble While many low-wage working parents
have reatives or friends who ae willing to hdp out by providing child care whenever it is

needed, many others do not have the flexibility a home to accommodate rigid or odd hours, or
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changing work sthedules  For thee parents a flexible dable and rdiable child cae
arangement may provide&e support necessry for employment.

While flexible, rdidble child care arangements done may meke a subdantid contribution
to supporting the employment of low-income parents a fundamentd issue tha has not been
dudied auffidently is the effect of high-qudity child care on employment. Vey litle of the
wefare literature hes linked qudity of care with employment outcomes. In nonwelfare sudies,
samples of low-income mathers are unlikdy to be udng high-qudity child care unless they ae
pat of an evduaion of a caefully devdoped ealy intervention program.  Yet, work by Brooks-
Gumn et d. (1994) and Meyes (1993) indicates that qudity child care may leed to sudained
employment adtivities and ealier entry into the labor force BrooksGunn & d. found that
mothers with lower levds of education and with more medicdly fragile toddlers were more
likely to become employed and remain employed when they hed access to high-quality, center-
besad care for ther infants The Meyers study induded mothers with children in & broader age
range and found that the percaved safety of the arangement and the mother’s ability to trugt the
provider were mod important in sudaning employment and training adtiviies Thee studies
indicate that a bagc threshold for quality must be met in order for a parent to sustain employment
adtivities, but for parents of infants and toddlers and paticulaly for those with spedid-nesds
children, high-qudity child care may improve employment outcomes

Information on the qudity of child care and on the child care arangements of low-income
working parents indicates that the supply of child care in the U.S. can be very roughly
charatterized as offaing a choice between low-qudity, flexible arangements and high-qudity,
inflexible arangements The demondration proposed here would atempt to bring flexibility and

qudity together in the same child care arangements by increesng the qudity of flexible child ¢
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cae arangements to a badc levd and increesing the flexibility of high-qudity child care
arangements, and then dfering these options to a randomly sdected group of low-income
families. Some have argued that flexible, reiable child care of a leest basc qudity may be a
aufficient invesment in the labor force participation of low-income parents We recommend
adding qudity variation to this intervention — basic qudity and higher qudity = in order to test
the additiond contribution of high-quality care to improvements in the employment outcomes for
parents leaving welfare.

The two interventions (basic-quaity care and higher-qudity care, both of which are flexible
and reigble) could be implemented dther in different communities or in the same communities.
Ore intervention (flexible, basic-qudity child care) would assgn families randomly to be linked
with flexible, rdiable child care providers who meet some basc standards for qudity and have
been recruited by the locd child care agency to serve families in the demondration. The other
intervention (flexible, high-qudity child care) would randomly assign families to be offered a
space in a high-qudity child care arangement in the community. Since high-qudity child care is
often not flexible, but low-income parents will need child care flexibility, the' local agency would
work with these providers to ensure that they offer reiable care that is flexible enough to meet
the work schedules of families in the demongration.

An experiment providing access to flexible, basc qudity child care arangements would

address the following research questions:

o How would the offer of flexible, badc-qudity child care affect the employment
rates, job dability, earnings, job flexibility, and sdf-sufficiency of low-income
mothers?
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o How would the offer of flexible, basc-quaity child care affect the type of child
care, hours of care, qudity of care chosen, parents perceptions of the quaity and
flexibility of care, the cost of care, the continuity of care, and other features?

o How would the offer of flexible, basc-qudity child care affect family wdl-beng,

including income leves, parents psychologicd wel-being, adult reationships
and conflict, and parenting stress?

o How would the offer of flexible, basc-qudity child care affect child well-beng,

including school readiness and peformance, behavior, hedth, and involvement
with the noncustodial parent?

Providing access to flexible, high-qudity child care arrangements would address a sSmilar
st of research questions. Moreover, if the interventions were implemented in the same dtes, we
could also examine the question of how much high-quality child care contributes to
improvements in employment outcomes and in family and child wel-being, over and above the
effects of flexible, basic-qudity child care on these outcomes.

We conddered implementing a test of the effect of high-qudity child care on employment
and other outcomes usng a nonexperimenta comparison-group methodology in  different
communities with different levels of qudity of cae  However, we expect that even in
communities like Minnegpolis, with good support for child care and potentialy, for high-quality
child care, there will not be enough high-quaity child care to endble us to measure its impact if
we were to compare children's outcomes in Minnegpolis with those of children in other
communities. It would be possble to obtain a somewhat better measure of the effect of qudity if
we knew the percentage of child care providers in each community that could be consdered
high-quality, but it would be very codly to messure the percentage of providers in the
community who offer high-qudity child care. Moreover, differences in wefare polices and

other features of the child care environments across comparison communities would make it
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difficult to atribute, with a high degree of confidence, community-wide differences to the effect

of different levds of child=care qudity in the communities

1. TheIntervention: Policies to Be Tested
Conggent with the current child care policy emphass on parent choice, this demondration

would test the offer of flexible, basc-qudity and flexible high-qudity child care on employment
outcomes, child care choices and other aspects of family and child well-beng. To implement
this demongration, the community would need to have a supply of flexible, reliable child care of
basc or high qudity. Moreover, ance the likdihood thet we will be aile to detect impacts of
this offer depends in pat, on the rae a which families exercdse the child care option they ae
offered, child care agency daf who are implementing the experiment would nesd to make every
effort to encourage families to use the option.  The likdihood of detecting impects dso depends
on minimizing the number of families in the contrd group who recave the expaimentd child
care options.
a. Defining and Making Available Flexible, Reliable Child Care Options of Varying

Quality

Hexible, rdidble child cae of badc qudity is not expected to be of subdantidly grester
qudity then the child care dready avalable in the community. However, it is expected to be
more rdidble and more flexible and thus able to respond better to varying work schedules
Providers dso nead to meat basc sfety and hedth sandards so0 that parents will fed sife leaving
thar children, but the levd of qudity will not be a diginguishing fegture of the child care option.

This supply of child care could be devdoped in severd ways Homebased child care

providers could be agpproached and offered adequate compensation to provide rdiadle child care
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to mach ay wok shedule A nework of homebased provides could be formed within
neighborhoods 0 that parents can form rdationships with two or three who would provide a
rdidble source of child care & ay time it is nesded. The advantage to usng homebasd
providers is that they more reedily respond to the needs of families than do child care canters
which are lager inditutions However, a drawback to usng homebased providers is thet
aurveys of low-income parents indicate that these parents do not trust drangers who care for
children in ther own homes compared with homebased rddives or inditutiond, center-based
providers. To address the trud issue and 4ill deveop flexible rdiable child care it may be
possble to work with one or two centers in target neighborhoods to provide the necessaxry
finandd compenstion and ay necessay technicad assdance to encourage them to provide
flexible, relicble child care Alterndively, locd child care agency seff could work with parents
and sdected child care providers to increese parents familiarity with the providers and to
increese the providers awareness of what the parents want in a child care sdting.

Although the levd of qudity will not be a didinguishing festure of the demondraion child
care option, there must be some demongtration criteria for basic safety and hedith requirements
It may be possble smply to use licenang requirements to ensure adeguate qudity, dthough in
many’ daes and locdities some licenang requirements gopear to be much more codly to
implement then the benefits to children would warant, while in other dates regulaions are too
lenient to ensure even bedc qudity. These problems, and the fact that qudity would be defined
vay dfferently across daes, leed us to recommend agand udng licenang reguldions as the
besc dandard for qudity.

An dtanaive goproach to ensuring adequate hedth and safety would drav on exiging

meesures of qudity. For centers, we could draw on the Codt, Qudlity, and Child, Outcomes in :
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Child Care Centers study, which found that a large number of centers scored between 3.0 and 5.0
on average on the Ealy €hildhood Environmenta Rating Scae (ECERS) (Helbum et a. 1995).
This scde messured qudity in centers across a number of different dimengons, rating them from
1 (inadequate) to 7 (excelent). Similarly, the Study of Family Child Care and Relative Care
found that many home-based providers scored between 3.0 and 5.0 on the Family Day Care
Rating Scale (FDCRS), dthough this scae has been criticized as ingppropriate for informa and
sndl-scale home-based child care arrangements (Gainsky e d. 1994). For both these scdes,
scores of 1 or 2 on individud items indicae that the center or home lacks an important
component of good-qudity child care, and in some instances, the missng component may pose a
risk to children. Thus, it may be appropriate to require centers and homes to score a 3.0 or above
on each item in the ECERS or FDCRS, or to require a 3.0 or better only on the subset of items
pertaining to hedth and safety. Still another gpproach would be to require an average score of
3.0 or above on the ECERS or FDCRS, which would permit the center or home to score below a
3.0 on individud items.

Ensuring a supply of child care that is both flexible and high in qudity requires more effort
because, in most ingtances, they are not found together. The best gpproach would be to find
high-quaity child care programs that serve low-income families because these programs may
dready have had to respond to the scheduling issues faced by these familiess Based on
information from the Cogt and Qudity study and the Family Child Care and Reative Care study,
centers and homes scoring an average of 5.0 or above on the ECERS or FDCRS would clearly
diginguish themsdves from most avalable community-based child care options in terms of
quality, so this would suffice as an initid definition of high qudity. If high-qudity providers in

low-income neighborhoods are not flexible, then some combination of technica assstance and
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finandd incentives should be offered to them S0 they can offer flexible care An dterndive is to
offer backup care optionasmilar to those discussed earlier to improve the chances that parents
would acoept the offer of high-qudity child care.

The problem of ensuring an adequate upply of flexible rdiable child care of gopropricte
qudity is complicated by the fact that the availadlity of the experimenta child care options mudt
be aifidetly limited to prevet membas of the control group from usng them, but not s
limited as to fal to mea the nesds of families who are bang provided access to this care ad
want to use it. Ensuring judt the right levd of supply means that the flow of families into the
demondration mugt be carefully controlled to occur when the providers have openings, and that
children in the community who are not part of the demondration are avaldde to fill dats thet are
not nesded by families in the expaimentd group. It dso means that we need to have reasonably
accurate predictions regarding the proportion of families offered these child care options who

will want to use them over time which we discuss further in the next subsaction.

b. Encouraging Families to Use the Offered Child Care

Many low-income families prefer to use rddives or trused friends to provide child care, and as a
result, we expect thet a proportion of the families who are offered the flexible, rdiabdle child care
options will decde not to use them.  Since the Sze of the measured impacts of the expaimentd
child care options depends in part on the proportion of families who decide to use these options,
we need to encourage families to use the child care that is offered. At the same time, the policy-
rdevant effect of these experimenta options dso depends on not digplacing families from usng
a child care option thet is dtractive to them in favor of the expaimentd option. In other words,

we should only be trying to serve families who have a child care problem that could be solved by
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the experimentd child care option, and measuring the overdl improvement in employment that
results from sarving families who need help with child care.

Thus, we recommend that families entering the demondration be linked with child care
agency daff who can discuss with them their work schedules, child care needs, and the
importance of having a flexible and reliable source of child care. The staff member will nesd to
explan how the providers associagted with the agency ae recruited and given technica
assgance, and how these providers are in the best pogtion to offer the kind of child care that the
parent needs. To this end, the daff member will need to explan why the providers are
trusworthy and the best choice for the family, and should offer any assstance or encouragement
necessary to help the parent assess the potential match between her needs and the care offered by
any of the providers on the lis. If child care flexibility is being extended by mantaning
networks of home-based providers, the staff member should work with the parent to identify two
or three of these providers.

While many paents may gill choose family members or friends to provide child care
because these reldtives and friends may offer the same flexibility but better quality then the
providers in the agency’s network, past research suggests that many low-income families
experience breskdowns in ther informd child care arangements or they become disstisfied
with their arrangements over time. The family’s own experience may demondrate over time that
these arrangements are not as reliable or flexible as expected, and may not be as good in qudity
as the parent had hoped. Therefore, we expect that over a reatively short period (about one
year), some proportion of families in the experimental group who initidly did not use the offered
child care would be open to trying these arangements. In some cases, this assistance finding

flexible, religble child care may need to be provided during a child care crisis, when it might help
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keep the paent employed. Thus we recommend that agency staff develop gpproaches to
contacting families in the-exparimentd group periodicdly and repediing the offer of-assigance in
locating flexible, rdidble child care 0 that these families continue to be encouraged to use the
experimentd types of child care Over a period of aout a year, if the agency has a responsve
supply of child care providers who offer safe, hedthy child care and if agency daf provide
reesuring information and hdp match families with suitable providers, we would expect thet the
proportion of families usng the exparimentad child care would be high, snce it could indude dl
of the families who would ordinarily use nonrdaive cae plus aout hdf of the families who
would ordinarily use rddive cae

Families asdgned to the high-qudity child care expaimettd group should be given
extendve information on the bendfits of high-qudity child care and perhaps a videotape showing
what the high-quaiity arangement looks like from the child's point of view. The offer should be
repested, and the family should have access to this child care for as long as it has a child not yet

in fird grade inorder to test the effect of having such care generdly avalable and affordable in

the community.

c. Minimizing the Number of Families in the Control Group Who Receive the
Experimental Child Care Policies

This demongtration will have its bes chance of deteting impects of the exparimentd child
cae poides on employment outcomes if families in the control group do not recave the
expaimentd child care policdes and families in the expaimenta groups do recave the types of
cae offered to them. To minimize the number of families in the contrd group who recave the
experimentd child care polides we would idedly require child care providers offering the

experimental child care services to fill their openings with children in the appropriate
64



experimental groups or with children in the community who are not enrolled in the
demongtration, but not with children in the control group. Providers would need to cdl the child
care agency before enralling a child in their program o that agency staff could check to see if the
child in quedion is in the control group. However, the question of whether to completely
exclude control group children from the experimental child care settings presents a very difficult
design decison.

A policy of exduding children in the control group from the experimentd forms of child
cae might be judified if the demondration has invested large amounts of technicd assstance
and funding to creste the experimenta child care options. However, if very little has been
invested in these providers, but ingead, some providers in the community who meet most of the
criteria for the experimental forms of care have been sdected to work with the demongration and
are given a smdl amount of assstance to meet al of the criterig, it may be more acceptable to the
providers and the community to give children in the experimentd groups the highest priority for
open dots, with children in the community who are not enrolled in the demondration receiving
the next highest priority, and children in the control group receiving the lowest priority for
savice. This practice may not completely exclude control group children from the experimenta

child care options, but it may minimize the number who are placed in these child care settings.

2. Target Population and Sampling Strategies

As was true of the child care subsdy policy demongration described above, the target
population for this demondration includes parents receiving welfare and those who are not on
welfare but who have only a tenuous attachment to employment. However, in contrast to the

subsdy demondration described earlier, this demondration will try to link families with
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paticular child care providers. To increase the probability that families will use these providers,
we must define our target population by neighborhood, as wdl as by income, wefae, and
employment status. Census tracts could be identified to define the appropriate catchment area
for digible families Thus identifying the target population will require that we firg identify
neighborhoods with high proportions of families who are likely to be eligible for the
demondration by income, wdfare, and employment dtatus, and then recruit child care providers
in those neighborhoods. If aty neighborhoods yidd an insufficient supply of child cae
providers to serve families who would be brought into the demongration, then that neighborhood
would have to be omitted from the target area.

We consdered randomizing families who apply to the child care providers who offer the
flexible, relidble, and qudity child care services but rgected this desgn because it would limit
the sudy to families who are knowledgegble about and vdue eather flexible or high-qudity child
care savices. This research dudy should examine the impact on child care choices and
employment of having a supply of flexible rdidble child cae of different qudity leves
generdly avalable in the community, which would be more condstent with giving the offer and
providing, a lot of information about the benefits of the care arangements to a more generd
population of families making decisons about child care and employment.

An important drawback of a target-neighborhoods approach to defining the sample is that
low-income families tend to move often. Targeting neighborhoods is much more risky than
targeting an entire city in terms of atrition from the experimenta program because it is much
more likdy tha a family will move out of a paticular neighborhood than out of a city.

Nevertheess, because we will need to work with a supply of child care providers, we must define
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the population in terms of neighborhood areas and accept the risk of that families will move out

of the target area. -

3. Key Outcomes and Sample Size Considerations

The outcomes in this demongtration should be smilar to the outcomes used in the child care
subsidy policy demondration and described in Section A.3.a In addition, however, a key
outcome in this demonstration would be the extent to which sample members sdlected the high-
qudity child care option. This would show us how having a substantiad supply of high-quaity
child care avalable in a neghborhood and providing financid support to families who choose
that option would affect the child care choices of low-income parents.

In addition, the sample Sze consderations for this demondration would be smilar to those
of the child care subsidy policy demongration. One issue that would gain increasing importance
in this demongration, however, would be the role of “leskage’ in sample sze requirements for
examining the effects of child care qudity on job retention and employment dtability. Leakage
in the context of this demondration refers to sample members offered the %)tion of affordable
high-quality child care who do not use this care. The rate & which sample members “take up’
this offer would be a key outcome of the demondration. However, our ability to detect impacts
of the child care offer would be reduced by the proportion of sample members who chose not to
use the flexible, high-qudity child care services, because sample members who did not use the
high-qudity child care could not be influenced by it.

Thus, it is important to remember that the minimum detectable impacts discussed in Section
A.3b would refer to the effects of offering high-qudity child care on employment stability rather

than the effects of actudly using high qudity child care on employment Sability. The later
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impact would actudly have to be larger then the spedfied minimum detectable impact (for a
given sample 9ze) to be detected by the andyss

Fndly, in the discusson of sample dze condderations for the child cae subddy
demondration, we assessed how large an impact we expected a given policy change to have on
employment raes in order to determine what we fdt the minimum detectable impact should be
‘We have much less information on which to base what we expect to be the true impact of an
offer of high-qudity child care on employment outcomes. One reasonable suggestion would be
to make the sample Sze as lage as the sample dze for the child care subsdy demondration.
However, other posshilities may be equdly vdid.

One conddedion tha leads us towad reducdng the sample Sze requirements is the
dfficulty of implementing this demondration in a large number of Stes and for a lage number
of families The flexible basc-qudity child care option requires that we have a supply of dots
avaladle with a st of child care providers who meet our criteria for providing flexible child care
and medting badc qudity dandards so that families asigned to tha group can find child care
whenever they are looking for it. Locd ddf a the Ste must ensure that a afficient upply of
providers ae avalable that families in the expaimentad group can find child cae ad tha
providers working with the agency do not serve families in the control group. In addition to
thexe congderations, dtes offering flexible high-qudity child care must have a auffident number
of dots to save families in the rdevant experimentd group. This may lead to a recommendetion
that fewer families per group be eradlled in this demondration = for example, 750 per group, or
even 500 per group - dthough the impacts of these padlicy interventions would have to be

redively large in order to be detected with this smdler sample
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4. Number of Sites and Criteria for Site Selection

Criteria for dte sdection for the subsdy demondration were discussed in Section A4
above, and many of those criteria would be rlevant to this demondration as well.  Sites need to
have enough people in the populaion of interest to yidd the required sample of families digible
for the demondration (in terms of income levels, ages of children, and other characterigtics).
Locd agency aff would need to be partners in the research, providing support for developing
and implementing random assgnment and service options, and for supporting data collection
efforts. The dtes sdected should provide a mix of regions and child care policy environments.
In addition, severd other criteria, discussed here, may need to be met by dtes participating in this
demondtration.

The need for flexible, rdiable child care would be highest in !'ow-income communities that
are dominated by employers who offer a rdatively nigh proportion of jobs with nonstandard
schedules. Therefore, one way to identify candidate dtes for the demondration would be to
andyze CPS data on work schedules to identify which employers (by industry and occupetion)
disproportionately offer odd-hours work schedules and which adso employ large proportions of
angle women. It would then be possible to target labor market areas that contain a
preponderance of employers of this type. Once the labor market areas have been identified,
severd interested in working on a research project could be chosen. In neighborhoods with a
high proportion of women who would likely work for the targeted type of employer, a child care
agency would intervene to increase the flexibility and reliability of child care in the
neighborhood and ensure that it meets basic qudity standards.

The dudy involving flexible rdiable high-qudity child care should be implemented in

severd communities that dready have a supply of high-qudity child care for' low-income
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families, but not enough to saturate the community. Idedly, the high-qudity child care would
exig in both center-based-and home-based arrangements, dthough it may not be possible to find
this in dl sudy communities Child care providers involved in the demondration must be adle
to offer flexible child care that is attractive to low-income parents, and they must be willing to
cooperate with the requirements of random assgnment and with the data collection needs of the
demondration. If possble, the dudy involving flexible, high-qudity child care should be
implemented in severd  different communities that have different levels of basc child care
qudity s0 that the effect of high-qudity child care can be contrasted with different prevailing
levels of qudity in the communities.

As was true of the subsidy policy demondration, there will be a tradeoff in determining the
goppropricte number of dtes. On the one hand, including more sites would reduce the number of
families per ste who must be sarved by the child care providers recruited specificaly for the
demondration and increese the ability of locd <aff to monitor children's placements. On the
other hand, increasing the number of dStes would increase the cost of monitoring demondration
and data collection operations, and it may be difficult to find a large number of drong dtes
willing to participate in the demondration.

We consdered the idea of implementing this demondration in a community in which high-
qudity child care would need to be developed and then offered to families, but we beieve that
the question of how to develop high-quality child care should be studied separately because of its
scarcity in communities a large, and particularly in low-income communities, and because of the
time required to improve the qudity of exiging low-income child care arrangements. Therefore,
the study of flexible, high-qudity child care should be based in communities that dready have a

aufficient supply of high-qudity child care o that the research can focus on the effects of
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offering such care to low-income families. One drawback of this approach is that people who
have developed and who direct high-qudity child care services are often unwilling to participate
in an outdde evaudion. Their continued successful fundraising is based on a good reputation,
which may not survive an independent evauation. It would be. necessary to address this issue in
order to gain the support and cooperation of such providers.

In order to minimize the risk of families moving away from the demondration aes the
demondration should be implemented in communities whose population is rdativey dable.  To
increese the probability of finding a sufficient supply of flexible, relidble child care providers and
a sufficient number of families interested in usng those providers, the demondration should be

implemented in communities with relaively high concentrations of low-income families

5. Schedule and Plan for Implementation

A fiveyear time frame would be rdatively tight for this demondration and evauation
because of the additiond work required to ensure that the supply sde of the demondration will
function as planned, but five years could dill be fessible In the first year, stes would be
sdected and demondration operations would be planned in consultation with dtate and loca
offidds ~ Pans would incude procedures for identifying and sdecting families for the
demondration, informing them about the specid child care sHtings, and collecting adminidrative
and survey data over time. Planning would dso need to cover identification of providers who
can offer flexible, rdiable child care with the gppropriate qudity vaiaions and who are willing
to cooperate with the demongration. In the second year, the procedures would be implemented
in the dtes Families would be enrolled in the demondration, and short basdine interviews

would be completed. In the third and fourth year, data would be collected on parents
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employment, child care choices family wdl-being, and child wdl-bang. In the fifth year, data

andyss and reporting would be completed.

| This drategy is being followed in the New Hope demondration in Milwaukes,
Wisconsn (R. Hollister, persond communication, October 16, 1998).

’The two parameters that must be chosen are the confidence leve (the probability that the
test acoepts the null hypothes's when it is true), and the power of the test (the probahility that the
test rgects the null hypothess when it is fase). In addition, we mugst dso choose whether to use
a one-dded or two-9ded datidticd tes. When these parameters and the variance of the outcome
beng dudied ae sedfied, the minimum deectable impact can be computed from Sandard
datidicd formulas

‘For dudying the impects of a padicy change on job retention or employment dahility,
samnple membas who never found jobs within the sample period (that is the extent to which
there is sample “leskage’) would not respond to quedtions regarding job retention or employment
dability. Thus minimum detectable impacts on these outcomes would be higher In cases in
which sample leskage was higher.

‘If a regression-based estimator is usad to edimae the trestment impedt, the minimum
detectable impects will be smdler for each sample Sze. The extat to which this efect is smdler
will depend on the-explanatory power of the regresson (that is, its R-squared).

*The income digihility limits in these dates differ as wdl, S0 tha an individud paying the upper
limit of this range in one date may not be digible for any child care subddy in ancther date.

These caculations assume sandard deviations of 15 for hours worked and $3 .00 for wages
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[11. EXPANDING THE CHILD CARE DATABASE

Some of the research that would improve the knowledge base for child care policymaking is
decriptive. 1t seeks to answer such questions as What types of child care are families usng?
How much are families paying for child care? Wha are the characteristics of families recelving
child cae assdance compared to the characterisics of dl digible families? Up-to-date
information on these questions is needed to guide policy decisons. Therefore, data should be
collected annudly from a nationaly representative sample of households to provide a regular and
current description of child care utilization and the characteristics of families served by child care
subsdy programs. We recommend collecting information annualy on the type of child care
used by families (including sdf-care), hours of child care used, the number of arrangements, the
cogt of child care to families, and participation in subsidy programs and benefits recelved. Some
of this information is adready being collected, and the rest could be obtained by expanding and
improving exiging data collection efforts, incuding household surveys and date adminidrative
data.

More in-depth information about families use of child care and how it interacts with ther
employment decisions, with the qudity and cost of care, and with providers decisons about the
quantity of child cae would require a more ambitious survey effort. Nevertheess, this
information is important to obtain periodically in order to provide a factual basis for
understanding the current supply and demand for child care. Therefore, we recommend that an
in-depth study of child care supply and demand be conducted once every five years. We discuss

our recommendations for this data collection effort in the second hdf of this chapter.
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A. EXPANDING ONGOING DATA COLLECTION

Severd naiondly representative, household-based population surveys that include information
on labor force participation, income, and participation in public programs dso include child care
information, and some additiond surveys have been identified as potentiad candidates for child
cae daa collection. States adso collect information from families participating in child care
subsidy programs that they need in order to administer these programs. Child care adminigraive
daa, dong with wdfare adminidrative data, earnings data from the Unemployment Insurance
sysem, and other program adminidtrative data can provide a detailed portrait of employment,
child care use and costs, and welfare program participation for families in a given date. In this
section, we describe these surveys and discuss our recommendations about whether they should

be expanded or modified to better support child care policy research.

1. National Household-Leve Data

Severa important nationd-level household surveys currently collect child care data or have
been consdered candidates for aso collecting child care information to reinforce their utility as a
basis for child care policy ressarch. Good examples of such surveys are the Current Population
Survey (CPS), the Survey of Income and Program Participation (SIPP), the Survey of Program
Dynamics (SPD), the Pand Swudy of Income Dynamics (PSID), the Nationa Longitudind
Survey of Youth (NLSY), and the American Community Survey (ACS). We recommend adding
child care information only to the SIPP, and we recommend monitoring the development of the

ACS because it will provide opportunities in the future to learn about child care markets.
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In generd, our recommendations have been guided by severd principles.
e The survey should dready be collecting data annualy in order to provide
information as often as it is needed.

e The survey should be collecting data into the foreseesble future so tha it can
provide an ongoing source of child care data.

e The data should be longitudind to permit andyds of the interactions between child
care and employment.

*  The sample should be large enough to permit analyss of important subgroups.

Our recommendations regarding these nationd data sets are explaned in more detal in the

discusson that follows.

a. Current Population Survey (CPS)

The CPS is a large survey of the labor force participation and economic well-being of
households in the U.S. About 50,000 households are included in each round of data collection.
Households in the CPS sample remain in the sample for a tota of 18 months, but part of the
sample is dropped and replaced each month. The main purpose of the CPS is to collect labor
force datigics each month to produce monthly estimates of employment, unemployment,
earnings, hours of work, and other labor force indicators by demographic characterigtics,
occupation, industry, and class of worker. The sample is drawn from a large number of “primary
sampling  units” which include counties and county groups, and which roughly correspond to
labor markets. The CPS sample is not large enough to produce Sateleve estimates within a
reasonable margin of error, but if severa years of CPS data are combined, it is possble to

produce more precise date-level estimates. However, because the CPS sampling frame is from
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pats of eech date (sdected counties and county groups) and date sample Szes are rdaivedy
amdl even when three years of data are combined, the esimates are dill week for many dates

Topicd data in addition to employment-rdlaed data are collected on a rotating bass each
month. For example, data on household compaosition and income from dl sources are collected
in March and form the beds for the anud povety rate edimates for the U.S Topicd data have
dn ben cdlected on school enrdllment, previous work experience, child support, hedth,
employee bendfits and work schedules

Although some have suggeded adding child care quedions to the CPS, we do nat
recommend doing s0. The CPS currently indudes no informetion about child cae, and dnce
child cae arangements ad cods ae rddivdy complex to ask about, obtaning a little
information about even thexe limited agpects of child care on a rdiable bass would reguire a
ubdantid amount of time from respondents, which could not be made avalable unless another
topic were dropped from the survey. The advantages of adding child care data to the CPS is its
large 9ze, which could support some datelevd edimaes and the fact that the public use data
files are rdeased rdaivdy quickly once the daa are collected. Neverthdess the difficulty of
finding time to adminigder a section on child care leeds us to recommend other vehides for

obtaning child care informetion.

b. Survey of Income and Program Participation (SIPP)

.The SPP is a longitudind household survey on the economic wdl-beng of househdds
From 1984 through 1993, a new longitudind pand of between 14,000 and 20,000 households
was begun in February of esch year s0 that panes would overlgp. The ovelgpping design is

important because it yidds grester precison in crosssctiond edimaes For the 1984 through
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199 1 pands, data were collected on each household once every four months for two to two-and-
one-hdf years. -

The SIPP has been redesigned to include a new, four-year pand of 36,700 households
introduced in April 1996. To help provide a trangtion between the old and new sets of pands,
the 1992 panel was extended to 10 waves (about 3 %2 years) and the 1993 panel was extended to
nine waves (3 years). No new pands were introduced in 1994 or 1995.

The SIPP includes a set of core questions about household composition, income, labor force
participation, and participation in public assstance programs that are asked a each interview,
and a series of topicd modules containing questions that are asked only once or twice during the
life of a pand. Information about child care arangements is collected once per year, so child
care data from these modules can be obtained from two combined panels in each caendar year.
The fact that the SIPP dready commits consderable resources to obtaining child care
information makes this a good candidate for improving our information base for child care
policy.

The SIPP asks aout paticipation in a wide variety of public programs, but not about
paticipation in child care subsdy programs.  This may have occurred because child care
subsdy programs, until 1992, were very smdl, so they would have affected only a smal
proportion of the sample Moreover, they are adminisered by daes, which use different
eigibility and benefit rules, and the child care subsdy is often paid directly to the provider or as
a rembursement in the family's wefare check, making it more difficult for respondents to
ansver the participation question accuratdly. Therefore, we recommend that some pilot testing

be done to learn how to ask questions about child care program participation that will yied
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accurate participation data. Once questions have been developed, they should be included in the

SIPP child care modules.3

c. Survey of Program Dynamics (SPD)

The SPD was desgned to collect data on households that can be used to learn about the
effects of wefare reform on families and children. The SPD, firgt fidded in 1996, will follow
households annudly through 2001 that were previoudy interviewed from 1992-1 994 or from
1993-1995 by the SIPP (described above). The sample includes about 30,000 households for a
shorter “bridge” survey in 1997. The 1998 survey interviewed a subsample of 17,500
households in May and June, and it oversampled low-income households (based on income
levels reported in the 1997 survey). The 1998 survey included information on demographic
characteristics, employment and income, children’s well-being (including child care
arangements), and family wel-bang.

While the SPD dready asks questions about type of child care used, hours spent in each
child care arangement, child care costs to the family and whether the fgnily recaves hdp
paying for care it is not now likely to be a good candidate for use, with modifications, as a
gandard means of obtaining child care data because the survey is dready well underway and the
budget is tight. The next round of interviewing will occur in May and June of 1999, and the last
st of interviews is scheduled for one year later. Other survey efforts that will last longer would

be better candidates for modification.

d. Pand Study of Income Dynamics (PSID)
The PSID is a longitudind sudy of demogrephic characterisics and the economic well-

being of a representative sample of individuds in the U.S. The sample size in 1995 was 8,700 -
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and indudes the origind sample of individuds from 5,000 houssholds begun in 1968 and an
additiond sample of individuds in 2000 Latino households begun in 1990.

Individuds ae intevieved annudly about income employment, family compaodtion
changes, and demographic events such as mariage or childoearing. In recant years, questions
have been added to the annud inteview to cover housng, food expenditures time spent on
housawork, and hedth daus Supplementd modules have incorporated additiond information
on a number of topics induding child care in 1977 and child care and devdopment in 1997.

Given the avalability of the SPP for child care information, we do not recommend meking
a Ubdantid invesment to indude child care daa in the PD. The PSID sample may nat be as
representative as the SPP sample, which is refreshed evary two to four years Moreover, the
PSD sample size of 7,500 is vary sandl rdative to the SPP sample, which ranges from 14,000

to 36,000 households.

e. National Longitudinal Survey of Youth (NLSY)

The NLSY currently indudes two pands that were each begun with a}..youth cohort.  The
NLSY79 is a nationdly representative sample of about 12,700 young men and women age 14 to
22 in 1979. Thex individuds wee inteviewed annudly from 1979 through 1992 about
education, employment, demogrgphic changes, child care, and other topics In 1986, the NLSY
began to collect data on children born to women in the sample The NLSY Moaothes ad
Children surveys were conducted every two years through 1992 and indude information on child
hedth and wdl-being, parenting and the home environment, and child care

The NLSY97 is a new cohort of 10,000 men and women 12 to 16 years old as of December

3 1, 199%. Informetion will be collected about the parents of these adolescents, and about the
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education, employment, income, behavior, and a number of other topics for the youths
themsdlves. -

While the NLSY79 has been a very useful source of child care data, its utility in the near
future is dedining as the sample ages (sample members currently range in age from 34 to 42
years). The new NLSY97 sample is currently too young to provide child care informétion.
Therefore, we do not recommend using the NLSY samples as a vehicle for child care information

over the near future.

f.  American Community Survey (ACS)

The ACS is a data collection initigtive that is in its pilot stages. Collecting information’” on
housing, socia, and economic data, the ACS seeks to continualy interview households sdected
from community address listss to provide accurate and up-to-date profiles of Americas
communities that are comparable in qudity to decennia census information. In collecting data at
the community level, the ACS provides the basis for communities or agencies to obtain data on
particular issues if they are willing to help fund the margind cost of obtaining this informeation.

If Congress approves funding for the ACS, the Census Bureau plans to add a nationa
sample of 700,000 housing units per year to the ACS sample between 2000 and 2002. Sating in
2001, estimates can be provided for adl sates and for geographic areas or population groups of
250,000 persons or more. In 2003, the ACS would be implemented in every county in the U.S,
with an annud sample of 3 million housng units. Once the survey is in full operation, ACS data
will be avalable each year for areas and populaion groups of 65,000 or more beginning in 2004.
To provide gatistics for smal areas and population groups of 15,000 or less, ACS data will need

to be combined over a fiveyear period to provide estimates with the precison of decennid
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census data. Therefore, annuad estimates of these smadler areas can be congructed beginning in
2008. 3

Unfortunatdy, funding uncertainties make the implementation schedule for the ACS dso
very uncertain. Nevertheess, the ability to represent smdl areas makes the ACS a potentidly
promisng vehicle for child care data collection because child cae makets tend to be
geographicadly smdl. Areas and samples could be sdected from the ACS sampling frame, and
questions about child care supply and demand in these sdected areas could be added to the
survey. The ACS should therefore be considered as a possible basis for collecting child care
supply and demand information in future rounds of a child care market survey, an effort we

describe more fully in Section B.

2. State Child Care and Welfare Administrative Data

All gates collect data from families who participate in public assstance programs in order to
help adminiger the programs. The data provide information on the number and characterigtics of
families and children served, and on the amount of subsidy provided to each family. In some
dates, adminidrative data provide accurate monthly information on program participants and
benefits, while in other dates, the data and how they can be used is severdy limited by archaic
data sysems. Adminidrative data thus have the potentid to inform us about families in every
dtate who receive child care assstance.

It is criticd for dl of the dates to make whaever modifications are necessary in ther
adminigrative data sysems so they can provide information on the number and characteristics of
families and children receiving child care assgance. The data systems should be able to indicate

by month, the number of families and children recalving child care assstance, children's ages,
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the amount of the child care subsdy received by each, and the amount the family pays for child
cae. The dsate data system should dso be able to provide accurate information over severd
months, including the number of months each family and child received child care assgtance, the
totd amount received, and an unduplicated count of the number of families and children
recaving child care asigance in a year. Sate data systems should be able to provide
information on participation in child care programs by subgroups defined by income, wefare
program gatus, employment satus, race and ethnicity, and family sze and number. and ages of
children. States should dso be moving toward sysems that dlow them to combine family child
cae daa with daa on the same families from different adminidgrative sysems incuding
welfare, food stamps, unemployment insurance wage data, Medicaid, and other related data
This information will help dates to better understand who is being served by various programs
and what benefits are being received. While the politicd obgtacles to progress in this area are
subgtantia, we recommend usng every opportunity to press for improvements in dae
adminidrative data that can help improve the knowledge base for child care policy.
B. NEW DATA COLLECTION ON THE SUPPLY OF AND DEMAND FOR

CHILD CARE IN THE UNITED STATES

Although exiging nationd dadbases can act as the vehides for regulaly obtaining
information about critical aspects of child care (for example, the type of child care children are
using, hours in care, and the cost of care), the questions on child care are somewhat limited as a
result of time condderations.

These databases therefore cannot provide more extensve information that could hep
policymakers understand how families choose child care and how child care policies affect child

care choices and employment activities. Moreover, because the nationa databases, are based on -
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aurveys of households, they provide dmost no information about the supply of child care, or
child care providers. Information about child care providers is vauable for understanding
consumer choices and the effects of policies that seek to influence the supply of care. A survey
of providers would address questions about the number of child care dots avallable nationwide
for different ages of children, types of care offered, openings, fees charged, daff characteritics,
mgor cogt items in producing child care, saff and child turnover, and related information.

A survey of the child care market was conducted nearly 10 years ago. The Profile of Child
Care Settings (PCS; Kisker et d. 1991) and the National Child Care Survey (NCCS; Hofferth et
a. 1991) provided information about the supply and demand sides, respectively, in the same
communities, representing the nation's child care markets. The information from those surveys
has been extremdy useful and widdy cited, but is becoming quite dated, particularly because the
extent of federd and state subgdization of the child care market has grown, women’s labor force
participaion has continued to rise, and wefare reform has increased employment among low-
income mothers. Therefore, we recommend repeeting the supply and demand studies as soon as
possible, and because the information obtained from those studies will be dated within about five
to Ix years, we recommend repedting these studies every five years so that policymakers will
adways have timdy child care market data available.

An advantage of collecting another round of demand and supply data in the same
communities is tha this approach would alow andyses that combine the information about both
sdes of the child care market. The bulk of the research that was based on the origind PCS and
NCCS focused on ether child care providers or parents, but not both. However, a few sudies
have used both data sets to andyze the child care market in greater detail. For example, Blau and

Hagy (1998) and Hagy (1998) have looked at the effects of child care costs and quality on the .
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demand for child care and on employment. Hofferth and Cdllins (1997) examined the effects of
child cae market characteridics on employment dahility.

If the PCS and NCCS data collection efforts were repeated, future research could combine
these aupply and demand Sde data sets in a number of interesing ways, induding repeding the

dudies mentioned above with more recent data Possble research gpplications indude:

« Estimating the effect of prices on child care choices and employment outcomes.
Daa from child care. providers will yidd informetion on child care prices charged
by individud provides and by “the make as a whoe” Daa from parents will
show individuds child care choices and employment datus For dudies of this
sort, informetion on the market price of informd care, which was not induded in
the 1990 PCS, would be paticulaly vadugble

e Estimating the effects of other market characteristics on child care choices and
employment outcomes. Since the provider survey will offer informaion on a wide
range of provider characteridics (and would provide an even gregter wedth of
detal if informd care providers were induded) and the parent survey will provide
child care and employment information, the combined data would dlow the sudy
of the effects of these provider characteristics on child care choices and
employment  outcomes

e Providing a fuller picture of child care subsidy use in child care markets. The
provider survey will offer information on whether providers acogpt suibsidized
dients, on the proportion of ther dients tha are subddized, and on whether they
chage subgdized paents a copaymet. The parent survey will provide
information on whether parents know about subsdies whether they recaive them,
whether thar current provider accepts subddies, and how much they are currently

paying for care

+ Edtimating the relationship between information available to parents and
characteristics of the child care market (such as the level and dispersion of
prices) — Economic theory implies that as informetion about a particular good or
savice is more fully dissaminated, the market price of that good or sarvice should
fdl, and the digperson of prices should dso decrease. Chipty and Witte (1998)
find empirica support for this hypothess usng information on child care resource
ad referd (R&R) agendes. If the new round of the provider survey indudes
information on R&R agendes, additiond research would be adle to address this
issue with current data It would be paticulaly interesing to see whether this
rdaionship is the same in low-income makds as in markkes saving higher-
income parents.
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®* Assessing parents information about the child care market. In addition to
examinng the efedts of information disssmingion on the child cae make,
combining the parent and provider data would dso dlow resserchers to assess the
qudity of parents information about the market. Previous research has shown
that, on average, parents and providers in a community report similar
characteridics of providers in the maket. However, additiond reseerch could
evduae how much individud low-income parents know about the characteridics
of the full st of child care providers in ther community.

1. Target Population, Sampling Strategies, and Sample Size Considerations

The 1990 PCS and NCCS samples were based on two-dage sample designs. In the firg
dage, a random sample of 100 counties or county groups that was represantative of counties in
the U.S. was sdected. Counties were dratified by region, metropalitan satus, and poverty levd,
and they weae Hedted for each draum with a probability proportiond to the Sze of the
populaion younger then age 5. This formed the s&t of communities from which both the PCS
and NCCS samples would be drawvn.

In the second dage of the PCS sample desgn, a drdified random sample of providers
within the sample of courties was drawvn.  Providers were sorted into strata according to type -
Head Stat programs, public-school-based programs, other center-based programs, and regulated
home-basad programs — to ensure that each category of provider would be represented. The
PCS rdied on lids of regulaed providers in eech county to provide a sampling frame,

The second dage of the NCCS sample desgn was based on random-digit-diding (RDD)
methods to sample parents for the survey in the sdected communities. Thus the sampling frame
for the NCCS was households with tdephones in each of the 100 sdected counties and county
groups. Families were digible for the NCCS if they had a child under age 13. The codt of

obtaining a sample via RDD was acceptable for the NCCS because the proportion of households
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digible for the survey in any community was reaively high. The mgor drawback to an RDD
survey is tha it excludes households without telephones.

We recommend repegting the parent and provider surveys in the same communities as were
originaly sampled for the PCS and NCCS. This would enable direct comparisons of changes
within these communities in the amount of care supplied, daff characteridics, daffing patterns,
types of care used, costs to parents and fees received by providers, and a number of other topics.
Although a newly sdected sample of communities would adso allow us to infer changes in these
outcomes in the U.S,, it would add a source of variahility to the estimates.

While the sample of communities used in the PCS and NCCS were representative of the
U.S. in 1990, these communities would not necessarily be representative of the U.S. in 1999 or
2000, when the new studies would be conducted. Thus, a new set ‘of weights would need to be
developed to make these communities representative of the underlying population of families
with children under 13. If the characteristics of this population changed dramaticaly between
1990 and 2000, “refreshing” the sample by adding a few new communities should be considered.
These new communities would be drawn from sample drata that have grown rdative to other
drata over this period, which should reduce the variance of the resulting estimates.

The most cost-effective data collection method for both the parent and provider surveys is
computer-assisted  telephone  interviewing.  Telephone interviews were used for the PCS and
NCCS surveys in 1990. While child cae providers should virtudly dl be reachable by
telephone, many low-income households do not have telephones, so this population will be
under-represented in the survey (the next subsection further discusses sampling sirategies).

The find 1990 PCS sample included 2,089 center-based early education and care programs

(including 217 Head Start programs, 437 public-school-based programs, and 1,702, centers) and
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583 regulated home-based programs. The survey response rate was 89 percent among centers
and 87 percent among regulated home-based programs (Kisker et a. 1991).

The find NCCS sample included 4,392 parents, though the overdl response rate was only
57 percent. In addition, the proportion of households with a child under 13 identified by the
sudy’s initial screening interview was much lower than expected (16 percent versus 30 percent).
This gmaller-than-expected percentage of families with children “suggests the posshility of
hidden refusds by families with children who denied that they had children” (Hofferth et d.
1991).

The sample sizes used in the origind PCS and NCCS dudies are useful garting points in
consdering how large the samples should be in the new provider and parent studies. The PCS
sample of 2,089 center-based programs was large enough so that an estimate of the mean of a
binary outcome of 0.50 would have a 95 percent confidence interval of 0.468 to 0.532, even after
taking into account the complex sampling design (Kisker et d. 1991). This confidence intervd
is sufficiently narrow so that inferences about the mean characterigtics of center-based programs
and comparisons of the characteristics of different types of center-based programs could be made
with a reasonable degree of confidence. The PCS sample of center-based programs was aso
large enough to support precise estimates of the mean of continuous outcomes. Asuming a
mean wage of $8 per hour and a standard deviation of $3 among center teachers, the 95 percent
confidence interva based on this sample would be approximately $7.8 1 to $8.19.

Two consderations suggest that a larger sample of center-based providers might be
appropriate in a new provider survey, however. Firg, if the survey is repeated in the same
communities, it is likdy that the sample weights would need to be more variable than in the

origind  survey. In paticular, providers from communities in sample srata that grew rapidly .
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during the 1990s would likdy be under-represanted in the new survey, and thar assodaed
sample weights would betincreased. Conversdy, those from communities in sample draa that
became smdler over the past decade would be over-represented in the new survey, and thar
sample weights would become smdler. This increese in the vaiance of the sample weghts
would reduce the precison of edimaes from the provider survey. An increese in the sample Sze
from its previous levd of 2,089 might be necessry to mantan the levd of predson of the PCS
The sample sze would be increesed mogt efficently (with respect to rasng the predson of the
edimates) by sdedting new communities from which to drav new providers into the sample
rather than by selecting additional providers from each of the existing communities.
Furthermore, these communities should be drawvn from drata most likdy to be under-represented
in the new survey.

Saoond, the overdl sample Sze should be increased if paticularly important subgroups of
the totd sample of center-based programs will be the focus of much of the andyss For
example, if nonprofit center-basad programs will be separated from other center-based programs
and sudied extensively, then the key meesre of precision is the 95 percent confidence interve
for the 1,436 nonprofit centers For a binary outcome with a mean of 050, the 95 percent
confidence interva for this sample is 0464 to 0.536. If this confidence interva is not considered
aufficently narrow, then an increese of 25 percatt in the sample Sze might be conddered. If this
increese is accomplished by sdecting 25 pecent more communities then the 95 percant
confidence interva for the new sample of 1,795 non-profit centers would be 0468 to 0.532.

Although rasng the totld sample dze by bringing in addiiond communities will rase
ubgroup sample g9zes and increese the preddon of edimates based on subgroups some

subgroups ae 0 gndl tha rasng the ovardl sample sze would not be an efficient means of
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increesing the precison of edimates for these subgroups For example, there were 213 Head
Sat programs among the.2,089 center-based programs in the PCS. The 95 percent confidence
interval for this subgroup would be goproximady 0422 to 0578. Increesing the sample by 25
percent to 266 would narow this confidence inteva,. but. only to 0430 to 0570. This
confidence interva might ill be consgdered too wide if Head Start programs are a key subgroup
within the larger sample of center-based programs. Furthermore, if this gpproach were usad to
rase the sample of Head Stat programs to a Sze that would narrow the confidence intervd to
046 to 0.54, the number of Head Start programs in the sample would have to be 804, the tota
sample sze would have to be 7,885, and the number of communities sdected would have to be
377.  This increese in the overdl sample by a factor of nearlly four would dearly not be a
feesble way of enswing a suffident number of Head Sat prograns to generde predise
edimates. An dternative goproach would be to oversample Head Start programs and deveop
sample weghts to ensure that the totd sample would be representative of the overdl populaion
of center-based providers.

The PCS sample of 583 regulated home-based programs led to a 95 percent confidence
interval of 0.444 to 0.556 for a binary outcome with of mean of 050. If this confidence intervd
is conddered too wide and this group of regulated home-based providers is an important one for
further dudy on its own, then increedng this sample Sze should be conddered. To narow its
confidence interva to 0.460 to 0.540, we would need to add additiond home-based providers to
the sample until it reached 1,140.

The sample Sze conddadions for the paent urvey are Imilar to those for the provider
survey. The NCCS sample of 4,392 generated a 95 percent confidence intervad of 0.481 to 0.519

for a binary outcome with a meen of 0.50 (Hoffeth & d. 1991). The overdl levd, of precison
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asodiaed with this sample seems good, though the same condderations that would lead to an

increege in the provider sample Sze might d<o judify an increase in the paret sample Sze For
example, the overdl sample indudes 1,272 cases in which the youngest child is under 5 and the

mother is employed. The 95 percent confidence intervad for. this sample is 0466 to 0.534.
However, if the true group of interest is low-income households with children under 5 and in

which the mother is employed, the sample would be smdler and the 95 percent confidence
intevad would be lager. ' Again, if this is a subgroup of particular importance, then
oversampling this group should be conddered.

To summarize, the PCS and NCCS sample gzes led to reasonably precise edimates of key
outcomes for the full samples ad ae a useful guide for sdecting sample 9zes for new upply
and demand surveys. However, a likdy increese in the variance of sample weights in these new
Urveys uggeds that a moderate increese in the sample sze will be nesded to mantain these
levds of preddon. Furthermore, if key subgroups of the full supply and demend sample are
likdy to be frequently dudied in isolation, then draegies for increesng the Szes of subgroup
samples should be explored. As mentioned, one such srategy would be to increase the size of
the overdl sample which should leed to increeses in the Szes of each of the subgroups within
the ovadl sample For smdl subgroups, however, a more effident drategy for increesng the
gze of samples would be to oversample from the mog important subgroups and develop sample
weights to make the totd sample represantative of the overdl populaion. For the sample of
child care providers, subgroups of paticular interes might be regulaed home-based providers
for-profit? versus nonprofit center-based providers, or different types of nonprofit center-based

providers. For the parent sample, key subgroups might be defined by the income of the parents,
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whether the household includes one adult or more than one adult, whether the mother (if in the
household) is employed, the age of the youngest child, and the race/ethnicity of the parent(s).

Two additional aspects of the parent survey are worth consideration. Firgt, the NCCS had a
relaively low response rate of 57 percent, and it would be useful to consider ways of improving
the RDD screening introduction to encourage households to participate in the survey. We
recommend devoting some resources during the planning period of the sudy to draft and test
sverd different versgons of the introduction to find one that is most likdy to encourage
paticipation in the survey. Since the interviewer will have only about 10 seconds to gain the
interest of the potentia respondent on the telephone, it is aso worth sending out advance letters
decribing the study and encouraging participation before the interviewer cdls. Second, it is
worth thinking about sampling drategies that might be used to include respondents without
telephones. A limited amount of in-person interviewing might be conddered in combination
with optiona studies (described below) that would aso require in-person interviewing in selected
communities from the full study. Because of the high cost of managing in-person data collection
in multiple stes, it would probably be necessary to limit these efforts to a sulEmmpIe of dtes, as

we discuss further below.

2. Data Collection Methods and Content

The provider survey should collect information to address the following questions:

e Wha is the supply of formd child care in the U.S. by type and age of child? What
unused capecity exists? What is the extent of child turnover in forma care?

e What is the structure of formal care organizations? What are the major

expenditures child care providers face? What are the magor income sources
received by providers?

91



o What are staffing patterns in forma care in terms of staff per child, saff education
and training, and salaries and benefits paid?

e What fees do providers charge for different types of care and for children of
different ages?

e How have child care enrollments, staff characteridtics, staffing patterns, fees, and
expenditures changed over the past quarter-century?

The parent survey should collect information to address the following questions.

e What types of child care arangements do families use for their preschool and
school-age children while parents work? What arrangements are used for children
with a parent & home? How many hours do children spend in nonparentd care?

e What proportion of families pay for child care? How much do they pay, on
average? Wha proportion of their family income goes to child care? Wha
proportion of families receive help paying for child care? How much help do they
recelve, and from what sources do they receive it?

e How did families learn about ther current child care provider? What factors were
important in choodng their child care provider? What types and features of child
care do they prefer?

e Whais 'Ehe qudity of child care arrangements from the parents perspective?

e How much time is logt from work because of child care problems? What kinds of
leave do parents have and how often is it used for child care problems?

e How much flexibility do parents have in their jobs child care arangements, and
family support?
3. Optional Study of the Quality of Child Care
The nationd child care provider study would be greatly enhanced by a study of the quality
of child care. Qudity is an important dimendgon of child care that policy seeks to affect, and
having no information on the qudity of care in the U.S. has been a serious problem for child care
policy. The dudies completed to date, including the four-ste study of center-based care

(Helbum et d. 1995) and the three-gite study of home-based child care (Gdinsky et d. 1994),
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have measured qudlity in sdlected sSites, but not in nationdly representative Stes. Although ratios
and group sSze are not highly corrdated with qudity, researchers fdl back on these measures
when more direct qudity measures are missing, but the conclusons dravn are questionable if
proxies for qudity are not highly corrdaed with qudity. For indance, we find that many child

care sttings have acceptable child care ratios, but poor or mediocre quality.

If a quaity substudy were added to the provider study, it would entail observations of child
care setings and interviews with center directors and family child care providers. The interviews
would be essntidly the same as the telephone interviews dready recommended, dthough it
might be necessary to ask more questions in order to obtain dl of the information needed for the
quaity messures. It would be possible to indude parent ratings of qudity among the measures,
but to do so, one would need to select one or more parents a random and either conduct a short
telephone interview or ask the parent to complete a sdf-administered questionnaire. The
observationd study would require the observer to spend a minimum of two hours in the child
care seting in order to see enough of the environment and the provider interacting with children
50 that the quality measures would be reliably coded.

To reduce the potentid costs of the qudity study, it would be possble to include fewer child
care providers than would be needed for the main study. To reduce the number of providers in
the most codt-effective way, it would probably be best to choose a subsample of communities,
rather than a subsample of providers within al of the communities. Communities should be
chosen randomly from the drata used for the main study, but fewer would be chosen so that deta
collection resources could be more efficiently deployed to fewer communities.

Assuming that 20 center-based providers are sdlected for each community in the subsample,

a subsample of 20 communities would lead to a sample of 400 center-based providers for the -
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quaity dudy. If the design effect for this sample is the same as the average design effect in the

full PCS sample (2.16,. according to Kisker et a. 1991), then for a binary outcome with a mean
vaue of 050, the 95 percent confidence interval for this sample would be 043 to 0.57.

Sdecting a sndler sample of communities would lead to a wider confidence intervad, while
sdecting a lager sample would lead to a narower confidence intervd. For example, the
confidence interval would be 0.40 to 0.60 for a sample with 10 communities and 200 providers,
0.44 to 0.56 for a sample with 30 communities and 600 providers, and 0.45 to 0.55 for a sample

with 40 communities and 800 providers.

4. Optional Study of Nonregulated, Home-Based Providers

An important drawback to this research design is that it limits the study to regulated child
care, when unregulated forms of child care can be such a substantid proportion of providers of
cae for low-income families In addition, regulations may have spillover effects on
nonregulated forms of care. Spillover effects can occur because providers compete not only
within the same type of care (for example, competition among centers) but dso with providers of
other types of care. Parents view center-based and home-based care as subdtitutes to some
extent. As a result, if the cost of providing one type of care increases dgnificantly so that its
price must increase, parents may choose the other type of care, leading to changes in the quantity
supplied and price of that type of care. In addition, because parents search costs for child care
are high, providers can compete on non-price characterisics of care by differentiating their
product, thereby avoiding competing on price. One of the ways in which providers differentiate

their sarvices is by offering different levels of qudity care. Therefore, we would aso look for
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soillover effects on the qudity of care provided when regulations change in a different child care
market. 3

Any dudies of the child care market will be wesker if information about the nonregulated
sector is unavailable, because nonregulated providers make up a large proportion of the supply of
home-based child care. For example, researchers used the PCS and NCCS to analyze the effects
of child care cogs on employment decisons using information on actud market costs by type of
care edtimated from the PCS, but the PCS could only provide an estimate of the cost of regulated
home-based and center-based care. Similarly, researchers examined the effect of particular
quaity regulations in different states on the quantity, price, and qudity of the child care that was
the target of the regulation, as well as the responses of its competitors. These studies were aso
incomplete because they could not inform us about the response of the nonregulated sector.

An dterndive design that would indude al forms of child care for low-income families is a
commuuity-based study that would sample dl child care providers in a given area Providers
would be sampled usng RDD methods or through more direct, in-person methods, including
neighborhood canvassng, contacting knowledgegble individuds in the target communities, or
asking parents from the demand sudy to name their child's provider. The Nationd Study. of
Child Care for Low-Income Families, sponsored by ACF, a study focusing on family child care,
of which nonregulated is a part, is pursuing more intensgve, community-based drategies, but the
community desgn does not provide a nationdly representative picture of the supply of child
care.

The main obgacle to extending the study to nonregulated child care is that response rates are
typicdly low for any of the methods described above. Many people do not want to participate in

aurveys, and this is a more serious problem when one of the targets of the survey is a group of -
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providers who may be operating illegdly. Moreover, if one has to contact providers by first
taking to parents, the interviewer must convince two people to cooperate with the survey in
order to obtain a single data point, further reducing response rates.

A methodological sudy might tell us something about how to improve both response
rates in child care studies and the vdidity of the information obtained from these dtudies. For
this kind of study, focus groups would be assembled with child care providers of dl types in low-
income aeas, hdping researchers understand how to approach providers, secure their
cooperation, and explain ther thinking on cost and quality issues that surveys ask about. Since
response rates were adso low for the parent study, it may be equaly useful to assemble focus
groups of parents to discuss how to obtain their cooperation with a survey effort in generd and
with a request to help contact their child's provider for a linked provider study.

To reduce the cost of broadening this study to include informa child care, it may be possble
to use a sub-sampling approach, in which a subset of the communities chosen for the main study
would be sdected for the broader study that would include nonregulated child care. As long as
the selections were made within the origind strata used for the main study, the resulting sample
would be useful for learning about the nonregulated child care sector. This was suggested for the
quaiity study, and the same subset of communities could be used for the nonregulated and the
qudity sub-dtudies, if these options were exercised. The same sample dze congderdions
important for the qudity sub-study (as described in Section B.3) would dso goply to the sub-

sudy of nonregulated care.
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5. Schedule and Plan for Implementation

The basic versons o&the supply and demand studies described here could be conducted in a
three-year period. In the firs year, the sample frames would be developed and questionnaires
would be designed with input from a technica work group to ensure that the surveys address the
most important policy areas and use the mogt reliable forms of questions. The survey would be
conducted during the second year of the sudy. The third year of the study would be devoted to
data andysis and reporting.

If the optiona quality or informa care studies were conducted, the time line for the study
would need to be extended by about one year. The planning phase would extend to about 18
months to accommodate the time needed to plan for the in-person data collection and to conduct
the focus groups necessary to develop procedures for improving response rates. 7he data
collection phase would be extended to about 15 months to accommodate the in-person
interviewing, and the data anadyss phase would be extended to 15 months to accommodate the

additiona data.

‘About 20 percent of the total NCCS sample had household incomes below $15,000. If this
percentage is gpplied to the sample of households with an employed mother and child under 5,
then the number of cases in this group tha are low income would be gpproximatdy 250 and the
95 percent confidence interval would be 0.436 to 0.564.
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IV. EXPLORATORY STUDIES

In this chapter, we propose desgns to address areas of child care that have received only
scanty atention to date. The lack of reseerch invesment in these areas probably reflects the fact
tha a rdaivdy smdl fraction of families or provides can be dudied. As a reault, eforts to
eseblish a knowledge base have been limited - in tems of daa collected and conceptud
progress made -- which, in tun, has mede it difficult to desgn polides to improve the
afordability, qudity, and flexibility of child care for low-income families

To begin to edablish a body of research in these three areas we propose a sequence of
dudies that begin on a smdl scde and build as informaion is edablished until we have a firm
bass for a lagescde dudy in each aea tha will provide rdidble broadly representaive
infomation.  The spedific aeas in which we propose such a multi-dage reseerch program
indude:

« Participation in child care subsidy programs =~ Who is saved by subsdy
programs and what factors afect families partiapation decisons?,

o Out-of-school care - \Wha do paents want from out-of-school care, how is
quality defined and measured for out-of-school care, and what are the
characteridics of out-of-school care for low-income children of employed
parents?

« Development of quality child care — How can qudity child care be developed in
low-income neighborhoods? What are the essantid combinations of features of
child care that produce postive outcomes for children?

« Promotion of employer policies to encourage job and child care flexibility —
What polices would encourage employers to increese the flexibility of jobs they
offer or hep families secure flexible child care? What are the cods and benefits

to employers and families of palides that seek to add flexibility to jobs and child
cae?
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A. PARTICIPATION IN CHILD CARE SUBSIDY PROGRAMS
The dedgn of child eare subsdy policies has been made more difficult because we lack
information on two very fundamenta questions.

o Wha proportion of families digible for child care subsdy programs ae being
sarved, and which digible families are mogt likely to be served?

o Wha factors influence families decisons about whether or not to participate in
child care subsidy programs?
A lack of information about the firsd question has made it difficult to predict when digibility and
benefit policies are targeting families most in need, and whether the resources invested in child
care subsidy programs are sufficient to meet the greatest need. A lack of informaion on the
second question has made it difficult to predict the cost of dternative reforms to child care

subsidy policies. We discuss research designs that would address each of these questions.

1. Egtimating Who is Served by Child Care Subsdy Programs

Since the mid-1970s, wefare policymakers have had information about which families are
sarved by the Food Stamp Program and cash welfare programs. The information about eligible
families came from microamulation modds which condst of a naiondly representaive
database of households and a computer program that evaluates each household according to the
edablished st of rules for program digibility and benefits, and then aggregates information
about the households so that the results can be used for policy andyss. Information about which
families were participating aso came from the nationdly representative database of households,
but was verified with the program’s adminidrative data on the number and characteristics of

paticipating families Policy andyds can use a microamulaion modd to identify which
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eigible groups of families are most likely to be served by the program and the levd of benefits
received. The modds cansalso be used to etimate the likely effects of a change in current policy
on family-level outcomes of interest and on program costs and casaloads.

We do not yet have a amilar analytic capability for child care subsdy programs primarily
because of a lack of household-levd data that indicates who is participating in these programs
and a lack of reiable data from each date on the number and characterigtics of participants in
child care subsdy programs. Here, we outline a drategy for obtaining the information we need
to andyze who is being served by child care subsidy programs, the level of benefits recelved, and
how changes in child care subsdy policies would change the mix of families served and the leve
of benefits received.

The most promising way to build the capability for esimating the number and characterigtics
of digible and paticipating families is to use a microsmulaion modd. Because of the large
vaiaion in date wefare and child care policies, it would be ussful to have a microsmulation
modd that weights a national database to represent each of the individuad sates and then alows
the user to smulate TANF and child care program rules in each of the states on a longitudind
bass. State weights could be based on dtate-specific demographic information from the CPS and
Food Stamp Program adminigrative data The SIPP, with its informaion on household
compostion, employment, program participation, and child care choices and costs over time,
could provide a longitudind database of families for smulation.. The microamulaion mode
would be mogt useful if it could smulate different welfare and child care program rules for each
date as well as the interactions between wefare program rules and child care program outcomes.

Currently, microamulation models are used for a wide range of policy smulaions in the

welfare and Food Stamp policy areas. Some additional work is needed to improve our ability to -
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use microamulation for child care policy andyss. The SIPP daa need to include information on
which families are paticipaing in child care subsdy programs, how much they ae paying for
child care through the diding fee, and any extra amount they are paying for child care above the
diding fee. This idea was discussed in the previous chepter as an enhancement to the SIPP.
Data ae not yet avalable from the dates on the characterigics of families and children
participating in child care subsdy programs, and in past years, this information could not be
obtained uniformly and completely for al of the states (ACF 1993). Thus, more work needs to
be done to improve the quaity and timeliness of reporting by dtates about child care program
participation.

The microamulation modd would need to contain wedfare and child care policy parameters
that reflect current ate law (information that was not avalable when the model was developed).
Information compiled from state CCDBG plans covers the rules for child care programs and
some information on administrative practices across the states (NCCIC 1998). The
microamulation modd should adso have the ability to ether run individud date policy
smulations or a series of dtate-specific smuldions. This would enable the anayst to estimate
the characteridics of the populaion digible for child care subsidies in each date, usng TANF

and child care program rules that gpply in each of the dates.
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2. Underganding Child Care Program Participation Decisions

More informetion is also needed on how child care subsidy policies affect the participation
decisons of families because dates need to know how €igible families would be likdy to
respond to proposed policy changes. Paticipation decisions could be examined as part of the
child care subsdy demondration described in Chapter 11, since that design involved changes ‘in
child care policy parameters that may lead to changes in a family’s willingness to participate.
The demondration design dso involved samplifying severd types of adminigrative rules and
practices that may affect child care program participation, including how welfare recipients and
other low-income families ae informed about child cae assgance, and how dmple the
gpplication process is. States involved in the demondrations may differ in ther policies
governing the use of informd child care, which may dso affect participaion decisons.

As pat of the child care subsidy demondration, families in the welfare sample could be
interviewed sx months after entering the demondration about participation issues, snce most
dates try to provide child care assstance to wdfare recipients who need it in order to work.
Focus groups of parents might tell us more about participation decisons, child care choices, and
the extent of parents knowledge about their digibility for assstance. Researchers would need to
identify the adminigtrative rules and practices that seem most important and obtain more data on
these state policies and practices for the research dtes. Alternatively, if a Sate is about to change
one of these adminidrative rules or practices in a dgnificant way, it may be possble to compare
participation rates and characteristics of participants before and after the policy change to learn

something about its effects.

103



B. OUT-OF-SCHOOL CHILD CARE

The design of child eare policies to hdp low-income parents with school-age children has
been more difficult because very little is known about some of the most fundamentad questions
surrounding school-age child care;

. What kind and features of child care do parents want for their school-age children,
and how much would that cost? How does this differ by the age of the child and
neighborhood characteristics?

o How important is assstance with different types of out-of-school care to parents
employment, including before- and after-school care, care during school bresks and
holidays, and care during the summer?

A lack of information about what kinds of assstance with out-of-school care would promote

employment among low-income parents has made it difficult to develop child care policies for

school-age children.  As a result, the near-term agenda for research on school-age child care is to
develop measures and collect descriptive data that would help us understand what child care
policies toward school-age child care would help promote the employment of low-income
mothers. Once some of the basic questions have been answered, it would be ‘possible to develop
and test interventions intended to improve quality, affordability, or access to child care for
school-age children. In this section, we describe some of the basic questions and proposals for
research.

An initia stage of research on school-age child care easlly could be added onto the research

demondtrations proposed in Chapter I, since these demondtrations would provide access to a

sample of wefare mothers and low-income mothers not receiving welfare. Research on school-

age child care should proceed firs with focus groups of mothers of school-age children, who

could be recruited during the implementation phase of ether demongration. The purpose of the
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focus groups would be to sharpen our understanding of the child care issues faced by low-income
mothers of school-age children.

The focus group study should explore what low-income parents want for school-age child
cae. What types and features of child care are avallable, and what would be ided for ther
children? What would be necessary to keep them employed when the child is out of school? For
this question, we would want to ask focus group members what they want from a child care
arangement, wha price they are willing to pay, how difficult it is to find such care, and what
difference school-age child care would make for their employment decisons. The focus groups
should especidly include subgroups of mothers who have various “combingtions’ of children
needing care, such as mothers with younger school-age children, those with older school-age
children, those with preschool-age children and school-age children, and those with younger and
older school-age chiidren. The focus groups should explore the need for and problems arranging
al types of school-age care, including care during school holidays and other days off, care during
week-long and summer-long school vacetions, and care before and after school.

Work is aso needed to conceptudize qudity in school-age child care for children of different
ages and across settings. Most of the effort to date to develop measures of qudlity for school-age
child care has focused on forma settings, but a large proportion of school-age children are cared
for in informa <dtings, incduding sdf-cae. What dimendons or features of child care are
important for school-age children of different ages and in different child care settings? What
messures of quality and other festures should be used? This work could be conducted in pardld
with the focus group study and informed in pat by what is learned from that study. Deborah
Vandell and others have begun some conceptual work to identify aspects of quality in school-age

child care that apply across child care settings and ages, and their work would be important to
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this pat of the study. Following this phase, a larger descriptive study of mothers and ther
school-age child care arrangements conducted in sdected demondration study sStes would help
to obtain a more representative picture of the types of child care used, the problems faced in
aranging child care and pursuing employment, and the qudity of child care. Measures of the °
quality of school-age child care arrangements should be developed for this study.

The study would include interviews with mothers to learn about the types, features, and
perceived qudity of child care avalable to their school-age children while they work. This study
should ask about child care used during dl times that children are not in school, including care
during school holidays and other days off, care during week-long and summer-long school
vecations, and care before and after school. The recent study of low-income school-age child
care included a relatively smal sample of working parents; the study we propose should focus on
low-income working parents to learn about how they arrange child care while they work. One or
two of the types of school-age care should be sdected for a qudity study -— for example, after-
school care and/or summer care. Measures of the quality of school-age child care settings should
include the perspectives of parents, children, and a trained observer.

With information from the focus groups about the aspects of school-age child care that would
make a difference for employment, and information on the qudity and supply of school-age child
care, a demondration could be designed to look a interventions that would improve the qudity
or accesshility of school-age child care in ways tha would promote employment. Other ideas

for further research could adso be developed.
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C. DEVELOPMENT OF QUALITY CHILD CARE

High-qudity child case is relativey rare in low-income neighborhoods, and policymakers
interested in improving quaity need to know what approaches work best to improve the quality
of child care in a community. What ongoing training approaches should be used for staff aready
providing care? What prior education and training should be required of new saff members to
ensure quaity? What background should center directors have to support quality? What will
quaity enhancement and maintenance cost?

To address these questions, research should proceed adong two pardld tracks (1) identify
and measure the characteristics of high-quality center-based and home-based arrangements that
seem to diginguish them from lesser-qudity arangements of the same type and (2) evduate
some of the more promising approaches to improving qudity that are being initiated across the

country.

1. Identify and Measure Characteristics of High-Quality Child Care

Blau (1997) and Mocan (1997) have used existing data to measure the correlation between
characterigics of child care centers and levels of qudity. Ther research indicates tha the
features we have measured and that are viewed as strong correlates of qudity only explain up to
about haf of the variation in qudity observed in a sample of centers.  Therefore, this research
project should begin with a process sudy examining high-, medium-, and low-qudity child care
centers and child care homes to consder what measurable festures, or “inputs’ seem to be
associated with higher-qudity child care. Attention should focus on ways in which inputs may be
successfully traded off in producing high qudity - for example, more highly educated staff may

be combined with higher child-daff raios than are commonly associated with quaity. Parent
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perceptions of the quadity of these arrangements could be obtained through focus group studies or
short questionnaires, andsthis may contribute useful indghts into the factors associated with
qudity.

Once more of the important festures of quality arangements and combinations of inputs
have been identified, researchers should collect information on these features in a large-scde
sudy of child care qudity (for example, in the study of quality that could be added onto the child
care supply study described in Chapter 111). Researchers could then use regresson techniques to
andyze the drength of the relationships between these inputs and measured qudity. Regressions
measuring the relationship between inputs and quality should be carefully specified (based on the
process andyss of child cae arangements of different qudity) to capture interactions and
tradeoffs between inputs that may be intringc to qudity child care sarvices. For example, if daff
education and child-gaff ratios can be traded off to some degree, the smple relationship between
ratios and qudity will not be very srong or explan much of the variation in qudity. However,
the combined effect of education and ratios, taking into account the tradeoffs between inputs,
will pick up more of the variaion in quaity. Research should proceed Separately on center-
based and .home-based arrangements.

This sudy could be conducted as an extenson of the national survey of child care providers,
discussed in Chapter Ill, if the option to conduct an observational substudy of child care qudlity
as part of that survey were adso exercised. The process study of quality programs compared with
other programs could be conducted during the firs year, when planning for the provider survey
would occur. And the additiond measures of quality could be developed a the same time.  The
observationd substudy of quaity would therefore include the additiond measures developed

during the process dudy, including parent raings, and the data anayss would include an -
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examination of the extent to which the measures of qudity explan vaiation in the observed
quaity of centers and homes. Because of the need for OMB clearance for data collection
ingruments used in the provider study, the planning period for the provider sudy may need to be

extended for up to sx months.

2. Evaluate Current Initiatives to Improve Quality of Care for Low-Income Families

Severd initigives across the country are attempting to improve the quality of care for low-
income families. North Carolinads Smat Stat and T.E.AA.C.H. education initiatives are designed
to improve the qudlity of child care across the state.  Child care agencies in Jacksonville and
Seditle administer quaity enhancement systems that require providers to meet reatively high
dandards while receiving technica assgance, training, and referras of families from the agency
enforcing qudity standards. Wedledey Colleges Center for Career and Development in Early
Care and Education is supporting severd community-based approaches to qudity development,
incduding Taking the Lead, an experiment in director credentiding in four dtes, and Emerging
Leaders, experiments in six or more sites tha take a variety of gpproaches to improving child
cae qudity within communities

We recommend that researchers look more closdly a these modes and others to determine
how fully they have been implemented and to gain a sense of how successful they may have been
a enhancing the qudity of child care in low-income neighborhoods. A few of the most
promisng modds should be sdected for a more in-depth study of the level of qudity achieved
and criticad deps in the process of improving qudity. This informatiion could be used by
communities that want to replicate any of the gpproaches to improving qudity. It would be

hepful to identify any opportunities to evduae the origind qudity enhancement initictives
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through, for example, pre-post sudies, comparison-community <studies, or other comparison
desgns. Alternatively, i the information obtained from the in-depth study is used by other
communities to replicate the origind modeds, ther efforts could be evauated.

D. PROMOTING EMPLOYER POLICIES TO IMPROVE JOB AND CHILD CARE

FLEXIBILITY

Exiding information suggests that job, child cae, and family flexibility are potentidly
serious issues for some low-income parents leaving welfare for work. Few employers and forma
child care providers offer flexible job benefits or flexible child care services to low-income
families Yet, Emlen (1997) has agued that mothers can only continue working if they find
aufficient flexibility in their jobs child cae, and family support. With sufficient flexibility in
one or two of these areas, mothers can manage even with a high degree of inflexibility in the
third area.

Researchers in this area face severd difficulties. One problem is sample sdection, and both
the magnitude and the direction of the bias is not clear. Mothers who have flexible jobs or
flexible child care arrangements may have chosen them out of great necessity, and thus, research
on mothers with flexible jobs and child care compared to those with inflexible jobs and child care
would overdate the impact of providing flexibility more generdly to parents who do not need it
as much. Alterndtively, if parents with flexible jobs and child care are more clever a finding
good arrangements rather than more in need of such arrangements, research comparing the group
with flexible arangements to the group with inflexible arrangements may underdtate the impact
of more readily avalable flexible jobs and child care arangements, snce many parents who
could not find flexible jobs or child care may show a grester employment response to such

arrangements.

110



A soond problem for researchas is the difficulty of identifying a sound desgn for a
demondrdtion or intervention because the gopropriate roles for government are not obvious.
Interventions in this area would be important but are potentidly laden with politicd and
economic issues The govenment could encourage employers to offer flexible job benefits or
flexible child care through mandates or by paying employers a portion of the cogt of the benfit.
It would be useful to offer employers the choice of providing flexible benefits or flexible child
cae, ance ome employers will find the flexible leave to be less-costly while others with more
inflexible gaffing neads, will find the flexible child care to be less codly. The goverment could
dso subsdize child care providers 0 they could offer more flexible arangements, but the
problem here is that we do nat know what amount of subsdy would produce the response needed.
from child care provides Moreover, if finencid incentives done ae offered without any
technica support or assdance, the initidive may Imply bring forth lower-qudity providers who
ae having difficulty filling dots and see this as an opportunity to increese thar incomes Some
research on the Sze of finandd incentives and types of technicd assgance needed to bring forth
a supply of badc-quality child care could be done as part of a process study in conjunction with
the qudity/flexibility demondration described in Chepter 11, Section B.

Ancther role for government would be to soonsor research on the effects of flexible jobs or
child care options on employers and employees, dissaminding the results to employers and the
public more generdly in order to build a case that such bendfits should be offered. Many
employer initigives are being devdoped and implemented, and it may be posshble to work with
an employer to conduct more methodologicaly sound research on the effects of various flexible
job and child care bendfits if one were aware of changes that were being conddered. A pre-post

sudy of different cohorts of low-income parents before and dter a st of flexible benefits were -
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introduced would be an improvement over current research, which compares people who work a

flexible and inflexible jobs, who may have sorted themsdves into these jobs out of necessity.
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. INTRODUCTION

Low-income parents face dgnificant chdlenges in combining employment and child-rearing
responsibilities. Parents with low-wage jobs often lack the flexibility they need a work to manage
family responshilities For example, many of these workers do not have control over their work
schedules. Low-wage jobs tend to offer few benefits such as sck or annud leave. Often, when a
child is too sick to atend child-care or the child's regular provider is unavailable, parents who must
take time off from work to care for their children risk losing their jobs (Hershey and Pavetti 1997,
and Rangargan 1996).

At the same time, only a very limited number of regulated child care arrangements offer flexible
hours to parents with inflexible, low-wage jobs (Collins and Li 1997; Hofferth 1995; Kisker and
Ross 1997; Siegd and Loman 199 1; U.S. General Accounting Office 1997; and Willer et d. 1991).
Low-wage jobs often require work during early morning, evening, night, or weekend hours, and
they often have schedules that change on a weekly basis. However, most regulated child care centers
and family child care homes are not open during nonstandard hours and require a regular schedule
of attendance. Furthermore, dthough many parents lack sufficient leave time from work to care for
sck children. most regulated child care providers will not accept sick children in group care settings.

Inflexible jobs and child care arrangements pose serious problems for a large number of low-
income working parents, especidly those trying to leave welfare and enter the workforce. These
parents druggle to manage both employment and child-rearing responghilities. Ultimatdy, most
parents are forced to take time off work, which. in turn, may lead to fewer work hours or job loss
(Rangargan 1996). Some parents can rely on relatives and friends to provide child care when
problems arise, but many do not have such resources.

!



The chdlenges faced by low-income single parents who are combining work and childrearing
respongbilities may be greater as the number of hours of work increases. Federd requirements for
work participation for welfare recipients are increasing, beginning a 20 hours per week in fisca year
1997 and increasing to 30 hours per week by fisca year 2000 and beyond. The increase in required
work hours may put grester stresses on child care arrangements and family support networks for
these families.

The difficulties of baancing work and child-rearing will affect a large proportion of families
leaving welfare, because many families recelving cash assstance have young children. In 1995,
nearly haf the children recelving cash assstance were under age 5, and one-third were in grade
school; dl these children would have needed child care if their mothers had worked. Furthermore,
sngle women head most families receiving cash assstance, and for many of them, there is no other
aduit in the household who can help provide child care (U.S. House of Representatives 1998).

In this paper, we review the literature that addresses flexibility in family Stuations, jobs, and
child care as it rlates to the ability of parents to be employed over time. Our purpose is to develop
a research agenda to inform the desgn of child care policy regarding families leaving wefare for
work and low-income working families in generd. A companion paper will review the research on
the links between the cost of child care and employment. Another companion paper will focus on
the relationship between the qudity of child care and employment.

This chapter addresses the way inflexibility in jobs and child care arrangements can lead to
problems in managing work and child-rearing responghilities. Chapter |11 examines research
measuring the extent of inflexibility in low-income parents family support, jobs, and child care
arangements. We condder ways in which flexibility dong these dimensons may be rdated to
empioyment retention. In Chapter 111, we describe what we know about policy options for increasing
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flexibility in family support, low-wage jobs, and child care. Chapter IV concludes with a summary
of what we know about flgxibility and employment retention and proposes an agenda for future

rescarch.

A. A FRAMEWORK FOR ADDRESSING FLEXIBILITY ISSUES

Arthur Emlen has identified flexibility as a mgor criterion parents use when choosing a child
care arangement (Oregon Child Care Research Partnership 1997). For example, parents with
inflexible jobs (arline flight attendants, for instance) who need care for children in an emergency
may seek out child care arrangements that are rdiable and will permit them to change therr work
schedules or pick up children late on short notice. Families with in-home care providers (nannies
or au pars) often have this flexibility. Many parents who choose to use high-qudity, center-based
care, which tends to keep inflexible hours, have more flexible jobs and greater family support so that
the inflexibility of their child care arangement is not a problem. Emlen’s research suggests that
employed parents sdect an affordable and good-qudity child care arrangement that complements
the flexibility they have in ther job and family circumsances (Oregon Child Care Research
Partnership 1997). “

Emlen notes that three sources of flexibility seem to stand out: (1) job flexibility, (2) family
flexibility, and (3) child care flexibility. Job flexihility is the ability to change work schedules or
take leave time to care for children when child care arrangements break down or children are sick.
An individuad with a high degree of job flexibility would aways be able to respond to a child-care-
related emergency by taking time off work, working a a different time of the day, or working at
home while caring for children. Family flexibility is the presence of a trusted adult--a family

member or friend--to care for children whenever regular child care arangements are not avalable



and the parent must work. A parent with a high degree of family flexibility would dways have
someone to ask for help when a child is sick, when the regular child care provider takes a day off,
or when the parent cannot leave work at the regular time and needs someone to pick up the children
from child care and care for them until the parent gets home. Child care flexibility is having a child
care provider who will care for the children any time the parent has to work. A parent with a high
degree of child care flexibility has a child care provider who never misses a day of work, who cares
for children when they are sick;and who can stay late or come at any day or time the parent is asked
to work.

Figure 1.1 digplays three axes, one for each source of flexibility (job, child care, and family).
The cube represents the st of possble postions with respect to flexibility aong the three
dimensons. Thus, the highest point on the cube as it intersects each axis represents perfect
flexibility in that dimengon, but no flexibility in dther of the other two dimensons Points closer
to the origin represent lower flexibility dong the three dimensons. A parent with flexibility & point
A has the highest amount of flexibility in job, child care, and family support. Parents with flexibility
a points B and C have less flexibility. At point B, the parent has no job flexibility, no family
flexibility, but some child care flexibility. A paent a point C has maximum job and family
flexibility, and a moderate amount of child care flexibility.

Emlen dso notes a fourth source of flexibility--the parent’s initiative in arranging backup child
cae and deveoping a flexibility solution that works for her (Oregon Child Cae Research
Patnership 1997). This initigtive, however, is not measured separately in Emlen’s studies of
flexibility. In fact, Emien feds initiative is reflected in flexibility in the other three areas, snce
parents who have shown initiative in developing flexible solutions to support their work activities

will experience flexibility in one or more aress.
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B. ADAPTING THE FRAMEWORK TO THE EMPLOYMENT STUATIONS AND
CHILD CARE NEEDS OF LOW-INCOME PARENTS

Welfare researchers and policymakers have used Emlen'’s framework to congder the problems
that low-income single mothers who are leaving welfare may face. Many of these parents will obtain
inflexible jobs as dngle parents, they may adso have low family flexibility in responding to child
care emergencies. Most low-income single parents do not have hep with child care emergencies
or the financia resources with which to find good, flexible child care solutions. In a sample of an
Oregon population of child care assistance recipients, Emlen found that these low-income parents
had extremdy low family flexibility, average work flexibility, and high caregiver flexibility (Oregon
Child Care Research Partnership 1997). However, if low-income single parents cannot find flexible
child care arangements, they may have serious trouble sustaining employment. Although Emlen’s
research does not address the link between flexibility and continued employment, flexibility in a
least one of these dimensions gppears to be essentia for parents to sustain employment over time
(Oregon Child Care Research Partnership 1997).

We suspect that inflexibility in employment, child care, and family dtuations may be most
ggnificant as a barier to retaining employment over time, not entering employ@. Initidly, many
parents can make child care arrangements that dlow them to start work. However, child care
arangements that were hagtily made with reatives or friends in order to provide parents with the
necessary flexibility to start work may bresk down because a provider is not avallable, quits, or
because a young child is too ill to attend child care. Employers may ask the parent to adjust her
schedule, and the new times may conflict with the current regular providers schedule. Unless
parents have family members or friends who can help provide child care during such crises (a

flexible family Stuation), or can teke time off from work to care for the child or to make dterndive



arangements (a flexible employment dtuation), they will not be able to meet ther child-rearing
responsibilities and sustain their employment.

Many low-income single parents may not consder the need to develop backup child care
arrangements to protect them from losing time from work in a child care emergency. Other parents
will lack the socid resources to make satisfactory backup arrangements. As we consder the degree
of flexibility low-income working parents have in each area (family support, child cae, and
employment). we note that, with some assstance, many low-income single parents could learn to
develop their own contingency plans for work and child care emergencies, which would enable them
to find a less dressful baance between their work and child-rearing responsbilities.

Even with careful planning, however, more flexible employment and child care options may be
needed for this population because many low-income parents cannot address employment and child
cae emergencies by relying soledy on support from family and friends. Research is needed to
explore how flexible employment options like job sharing, flexible work places, and flex time
options could benefit both employers and parents. Research is aso needed on how best to Structure
policies that would encourage the development of a supply of flexible child care options for low-

income families






[I. FLEXIBILITY AND ITS RELATIONSHIP TO EMPLOYMENT

To sugtain employment, parents must find flexibility in family support, their job schedule, or
their child care arrangements. Parents who lack flexibility in one area may compensate for that by
having higher flexibility in one or more of the other dimensons Parents who cannot find a flexible
solution will probably not remain employed for long. Therefore, to understand the scope and nature
of the flexibility problem, it is important to meesure the degree of inflexibility dong dl three
dimensons smultaneoudy.

This chapter discusses how low-income parents can find a flexibility solution, given the
condraints of their family dtuations and the available job and child care options. However, except
for Emlen’s work in specific population subgroups (Oregon Child Care Research Partnership 1997),
the exiding literature measures the degree of inflexibility in only one dimenson a& a time
Therefore, our review of the literature looks a inflexibility dong each dimenson. Unfortunady,
this yidds incomplete information about the extent of the inflexibility problem because inflexibility
in one dimenson can be compensated for by flexibility in one or more of the-other dimensons.
While we know a lot about inflexibility dong each dimenson, we know very little about the system
as awhole. A fina section of this chapter examines what is known about the relaionship between
inflexibility and employment for low-income paents. We find that no research studies have

rigoroudy examined this reationship.



A. MEASURING THE PROBLEM
This section reviews what we know about inflexible family Stuations, employment, and child
care arangements among low-income parents and describes the extent to which the lack of

flexibility in each of these areas has been measured.

1. Inflexible Family Stuations

Some parents entering the workforce will not be able to rely on family members to hep with
emergency child care arrangements. Families below poverty and those recelving welfare are less
able to rdy on thar child's faher to share child care respongbilities than are dl families For
example, dthough fathers provided 185 percent of child care to preschoolers from dl families in
1994, fathers provided 17.6 percent of child care in families with income below the poverty line and
14.9 percent of child care in families recaiving Aid to Families with Dependent Children (AFDC)
(see Table 11.1). Families receiving AFDC were more likely than dl families to use the child's
grandparent as a child care provider. Poor families and families receiving AFDC were more likely
than dl families to use other reldives to care for children while ther mothers worked.

We have found no recent, nationally representative measures of the extent to which single-
parent or low-income families can rely on family or friends to care for children during work or child
care emergencies. The available research contributes some information, but none of it is very recent
or definitive. Findings from two recent studies of interventions for young wefare-dependent mothers
indicate that about hdf the program participants lived with other adults-their own mothers, ther
husbands or boyfriends, or other adults--who potentidly could help with child care (Tables I1.2 and

I1.3), but these data do not indicate whether these adults are available to hep with child care in an
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TABLEII. 1

PERCENTAGE OF CHILDREN YOUNGER THAN AGE 5 IN
CHILD CARE PROVIDED BY A RELATIVE WHILE
THEIR MOTHERS WORK, FALL 1994

Families Beow Families Recdving
Caregiver All  Families Poverty AFDC
Father 18.5 17.6 14.9
Grandparent 16.3 16.9 21.2
Other Reative 9.0 17.8 14.3
All Rddives Other
than Mother 43.8 92.3 50.4

Source: Casper 1997, Table 2.
NoTe: This table is based on data from the Survey of Income and Program Participation (SIPP), fdl

1994. The SIPP provides information on the child care arrangements of the youngest three children
of employed mothers in fadl 1994. Fathers may have any employment datus.
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TABLE [1.2

LIVING ARRANGEMENTS OF YOUNG MOTHERS IN THE TEENAGE
PARENT DEMONSTRATION SIX YEARS AFTER ENROLLMENT

(Percentage)
Living Arrangements Camden Newark Chicago
Living with Another Adult” 50.7 50.9 48.4
Husband/partner ' 16.4 16.9 16.1
Parent/grandparent 22.6 23.2 24.8
Other adult 23.1 25.2 22.0
Living with Children Only 46.6 46.8 49.3
Living Alone 1.0 0.9 0.9

Source: Kisker, Rangargan, and Boller 1997, p. 114.

NoTe: Mog young mothers in this sample enrolled in the Teenage Parent Demondiration
program when they. were 17 to 19 years old. By the time of the six-year follow-up survey,
sample members were, on average, 24 to 25 years old.

*Components add up to more than the percentage living with another adult, because some sample
members live in households with severd adults.



TABLE 11.3

LIVING ARRANGEMENTS OF YOUNG MOTHERS ENROLLED
IN THE NEW CHANCE DEMONSTRATION 42 MONTHS
AFTER RANDOM ASSIGNMENT

Living Arrangements Percent
Living with Parent or Grandparent 21.3
Living with Husband or Partner 30.7
Living with Children Only 35.7
Living in Another Arrangement 12.3

SOURCE.  Quint, Bos, and Polit 1997, p. 17.
NOTE: Sample members are young mothers who, as teenagers, had children and dropped out of

high school. At 42 months after random assgnment, the average age of these mothers was 22
years.

emergency. While it would be helpful to know the extent to which extended family members living
together help each other with child care--either as main providers or backup providers-no one has
andyzed information on living arangements and child care arrangements to explore this issue.
Differences by ethnicity and income level would likely show interesting paiterns of family support
across different cultura groups, dthough this would be limited to regular child care arrangements.
Survey information would provide useful information on the use of family members for backup

child care and how ethnicity and living arrangements affect the leve of support.
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Because wdfare reform requires that al able-bodied adults work, other adults in the household
may not be available to proyide child care in emergencies. A study of llinois AFDC recipients and
recently employed former recipients found that only 25 percent of the parents interviewed lived in
households with other adults and that 67 percent of these parents had no relative or friend who could
help with child care (Segd and Loman 1991).

We found that at least hdf the parents in households that receive welfare do not have other
adults who are available to hep with child care when regular arrangements break down or children
are sck. Because fewer fathers are available to provide help with child care when parents are not
married, sngle mothers appear to have less flexibility than married parents.

We expect even higher rates of inflexible family Stuaions will be associated with welfare
reform because parents with more family support or other forms of flexibility would have made the
trangtion to employment aready (Pavetti and Duke 1995). Moreover, work requirementsand time
limits imposed by welfare reform mean that other adults may dso have to work. In a srong
economy like the current one, fewer reatives and friends are available to provide child care because
they will be working at jobs that would pay higher wages. Although working mothers may be able
to make “glit shift” arrangements with boyfriends or other reaives who could then provide child
care in emergencies, such arrangements may not consgtently meet the need for family flexibility and

may be dressful to maintain.

2. Inflexible, Low-Wage Employment
Inflexible. low-wage jobs pose chdlenges for arranging child care. Characteristicsofjobs  held
by low-income parents include nonstandard and changing work schedules, lack of sick or annual

leave. and lack of hedth insurance.

14



The problem of inflexible jobs may be most acute when low-income parents begin working.
Many jobs are most inflexible initidly, which may unfortunately coincide with the parent’s period
of learning how to make rdiable child care arangements and the child's initid year of illness in
group care. Most new jobs include a probationary period of Sx months to a year, when time lost
from work for any reason may be more carefully monitored and could lead to dismissa. Even if the
probationary period is short, the new employee will not have built up a sock of good will with the
employer during the initid months of employment, when child care problems may be more common.

This may aso lead the parent to experience more negative repercussions in the event of a child care

disuption.

a. Nongtandard and Changing Work Schedules

A high proportion of workers in many occupations work nonstandard schedules. In 1997,
goproximatdy 15.2 million full-time wage and sdary workers, or dmost one out of five full-time
workers ages 16 and older, worked nonstandard hours (U.S. Bureau of Labor Statistics 1998).'
Furthermore, in 1997, only 82.9 percent of full-time workers were employed during regular daytime
hours in a sandard five-day work week (Monday through Friday), a dightly lower proportion than
worked nonstandard schedules in 199 1. The 1997 study did not look a part-time workers, but in
199 1, only 32.7 percent of those working part time worked standard hours and days (Presser 1995).

The proportion of working mothers employed in jobs with nonstandard schedules is dso high.
Data from the fdl 1991 Survey of Income and Program Paticipation (SIPP) indicate that
approximatdly 37.3 percent of working mothers with children under age 15, or 7.2 million mothers,
worked nongtandard shifts. Of these, about 2.5 million worked rotating or irregular schedules

(Casper et a. 1994). Similarly, one-third of working-poor mothers responding to the National Child



Cure Survey 1990 worked weekends, and just under 10 percent worked during the evening or at
night. Almost half of the-working-poor respondents worked-on rotating or changing schedules
(Hofferth 1995). The 1993 ‘and 1994 child care modules of the SIPP dso asked working mothers
about nonstandard work schedules, but the data have not yet been analyzed by the Census Bureau.

Mothers who leave wdfare for work are even more likely to have jobs with nonstandard
schedules. Presser and Cox (1997) analyzed work schedule data from the May 199 1 CPS for a
subsample of civilian women ages 18 to 34 with a high school education or less and a child younger
than age 14. Because most wefare recipients have a high school degree or less and are young, we
think that the work schedules of mothers leaving welfare for work are likely to be smilar to those
of this subsample (Burtless 1 997).° Presser and Cox’s results indicate that, in 1991, only a little
more than haf (56.7 percent) of low-educated, employed mothers worked a standard daytime and
weekday schedule. Furthermore, amost 16 percent of these mothers worked nonstandard hours and
weekends.

The high rate of nongtandard work schedules among this population can be atributed primarily
to the characteridtics of the industry in which many low-wage, low-skill jobs are found. Although
workers in dmogt al occupations may work nonstandard hours and days, service industry workers
are more likely than others to work nonstandard schedules (Presser 1995; and Bookman and Furia
1995). The low-educated mothers in the subsample andyzed by Presser and Cox worked primarily
in the service indudtry in relaively few occupations (Presser and Cox 1997). Almogt half (45.9
percent) worked in just 15 occupations, with one-quarter working as secretaries, cashiers, nursing
aides. waitresses. or child care providers. High proportions of mothers in these occupations worked

during nonstandard hours or days. For example, about two-fifths of cashiers and nursing aides and
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amogt hdf of the waitresses in the subsample worked nonstandard schedules (Presser and Cox
1997). "

Service sector jobs in which a high percentage of those employed work nonstandard hours and
days are among the occupations expected to grow the most in coming years (Bookman and Furia
1995). Seven of the 10 occupations expected to grow the fastest over the next decade
predominantly require nonstandard work schedules, of those seven occupations, sSx employ
predominantly women (see Table 11.4). Thus. the number of low-income mothers who work
nonstandard schedules is likely to increase in the future. Almost hdf of dl women with a high
school education or less, and children under age 14 say that they work these schedules because the
job requires it or because they could not get another job (see Table 11.5).

Some mothers prefer to work nonstandard schedules. About one-quarter of mothers with a high
school education or less say they prefer to work nonstandard hours because they can obtain better
child care arrangements that way, presumably because a spouse, grandmother, or other family
member is available to care for their children during nonstandard hours. The remaining mothers
working nongtandard hours cited the availability of better care arrangements for other family
members, time available for school, better pay, and other reasons. A preference for nonstandard
hours because better child care is available is somewhat more common for married women and
mothers of children younger than age 5 with a high school education or less (Presser and Cox 1997).

A dudy of shift work by dl mothers found a higher incidence of involuntary shift work (Casper
et d. 1994). About 7 1 percent of working mothers with children younger than age 15 said that thelr

work shift was determined by job requirements rather than by persond choice. Only approximately



TABLE I1.4

OCCUPATIONS WITH THE LARGEST PROJECTED U.S. JOB GROWTH
-

Percentage Working

Job Projected Job Nonstandard Hours Percent
Growth Growth” and Days® Female®
Rank Occupation (in Thousands) (May 1991) (May 1991)
1 Salespersons 786 75.2 55,5
2 Registered nurses 766 67.4 96.7
3 Cashiers 670 80.2 80.2
4 Generd  office  clerks 654 175 80.5
5 Truck drivers 648 42.8 3.6
6 Waiters and waitresses 638 90.0 84.1
7 Nursing aides, orderlies, and
attendants 595 75.9 89.0
8 Janitors and cleaners (including
maids and housekeeping cleaners) 548 56.2 412
9 Food cgunter, fountain, and related 505 865 717
workers;
10 Computer  scientists  and ~ systems 501 144 3.6
analysts

SOURCE: Presser 1995, p. 594.

2Projected job growth based on 1992 actuals and moderate estimates for 2005 derived by the U.S. Bureau of Labor
Statistics.

*These data are based on the May 1991 CPS. The May 1991 CPS included a supplement about work schedules
of fird and second jobs.



TABLE 1.5

LOW-EDUCATED MOTHERS MAIN REASONS
FOR WORKING NONSTANDARD SCHEDULES

Women Ages 18 to 34 with a High School Education or
Less and Children Under Age 14

Y oungest Y oungest

Main Reason for Working Child Under  Child Age

Nongtandard  Shift Totd Age5 5t013 Married Single
Better Child Care 26.8 30.7 18.3 31.0 19.1
Arrangements

Could Not Get Any Other Job 5.9 7.1 3.3 4.7 8.0
Requirements of the Job 39.7 35.2 49.5 37.6 43.6
Other 27.6 27.0 28.9 26.7 29.3

Source:  Presser and Cox 1997, p. 29.

NoTe: These data are based on the May 1991 CPS. The May 1991 CPS included a supplement
about work schedules of first and second jobs. To conduct their analyses, Presser and Cox used a
subsample of May 199 1 CPS respondents who were civilian women ages 18 to 34, had a high school
education or less. had at least one child younger than age 14, had worked in at least one job for pay
in the previous week, and whaose primary job was not in an agricultural occupation.
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14 percent listed obtaining better child care arrangements as their reason for choosing a work shift.
Among mothers of preschgolers, 18 percent cited better child care arrangements as their reason for
choosng a shift. Of the 7.2 million mothers working nonstandard hours, 1.4 million, or 19.4
percent, listed child care arrangements as their reason for choosing a nonstandard work shift.

The most recent empiricad study of the incidence of nonstandard work schedules among low-
income parents indicates that about haf the parents who leave welfare to work are likely to work
nongtandard schedules, and this proportion is likely to grow in the future. Moreover, about haf of
low-income parents who work nonstandard schedules do so because they have no dterndtive
employment options rather than because they prefer these schedules. Although the data supporting
these conclusions is somewhat old, and the studies cited need to be replicated with more current data,

trends indicate that the magnitude of the problem is increasing rather than declining.

b. Lack of Sick or Annual Leave

Employed parents need leave time from work to care for sck children. Of dl working mothers
who responded to the National Child Care Survey 1990, 35 percent reported that one of their
children had been sick on awork day during the previous month, and more than r;df of these women
missed work to care for that child (Willer et d. 1991). Leave time to care for sck children is
especidly important for parents of young children. A recent study found thet children in child care
centers and family child care homes in San Diego and Seeitle were sick for an average of four days
per year, primarily with respiratory illnesses. Infants (under 1 year), however, were absent because
of illness an average of eight days per year (Cordell et d. 1997). Many mothers leaving wefare for

work are likely to have young children who will need care during frequent illnesses. In 1995, amost
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haf of welfare recipients children were younger than age 6, and about one-quarter were younger
than age 3 (U.S. House of Representatives 1998).

Poor children and children in wefare families are more likdy to have more serious hedth
problems. Children from low-income families are more likdy than those from higher-income
families to have been born prematurely and at low birthweight, which can put them a risk for a
variety of physica hedth problems (Indtitute of Medicine 1985). These children are dso more likely
to suffer from intrauterine exposure to drugs or cigarettes, which can lead to a range of hedth
problems (Klerman 1991). They are more likely to be reported as having fair or poor hedth and to
have an activity limitation because of hedth (Zill e a. 1991). They are more likely to suffer from
ashma (Wissow et a. 1988). These hedth problems may lead to even more absences from child
care, causng parents to miss work.

Many women who leave wdfare for work find employment in low-wage service occupations
that offer no fringe benefits such as sick or annual leave (Hershey and Pavetti 1997). For example,
focus group participants from a job-retention program for former wefare recipients said that they
had no paid sck leave and could not adjust their schedules to care for sck children (Rangargan
1996). Many of these mothers did not have other family members who could provide backup care
for asck child, and some said they had been fired or given a reduced number of work hours because
of absences to care for sick children.

More flexible employment policies may be the best way to address the problem of caring for
sck children. Research is needed on the costs and benefits to employers of providing paid or unpaid

leave or flexible work schedules to dlow employees to care for their sick children.



c. Lack of Health Insurance

Because young childrep frequently have illnesses, and because this problem is exacerbated by
group child care, family hedth insurance coverage is essentiad for mothers who leave wefare for
work. Research suggests, however, that fewer than haf of those who leave welfare have hedth
insurance after three years (Moffitt and Slade 1997). For example, a study of AFDC recipients who
recaved employment and training services through New Jersey’s Redizing Economic Achievement
Program (REACH) found that 47 percent of those who left welfare for work had hedth insurance
three years later. A study of Cdifornia's Greater Avenues for Independence (GAIN) program found
that 25 percent of those who left welfare for work had private hedth insurance two to three years
later. In addition, an andyss of data from the National Longitudind Survey of Youth (NLSY) on
mothers who left AFDC showed that 23 percent of mothers and 21 percent of children had hedth
insurance through an employer one year dfter leaving welfare. After three years, these figures rose
to 38 percent of mothers and 47 percent of children. However, haf of those covered by employer-
provided insurance after three years had coverage through a spouse’'s hedth plan, and the rate of
coverage through the women's own jobs remained low.

The rate of employer-paid hedth insurance coverage for women leaving wefare for work under
Temporary Assstance for Needy Families (TANF) will probably be lower than the rates cited in
these studies. Women who left welfare for work under the former AFDC program tended to be those
with higher levels of education. more job experience, and fewer children. These women were more
likely to find higher-wage jobs with hedth insurance bendfits (Moffitt and Sade 1997). The time
limits imposed under TANF will require a much larger group of women, including those with low
levels of education and job experience, to leave wdfare for work. These less skilled women are not
as likey to find jobs that provide hedth insurance.
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However, the Balanced Budget Act of 1997 created the State Children's Hedth Insurance
Program (S-CHIP) to enable states to expand Medicaid coverage or other hedlth insurance programs
for children from families with incomes below 200 percent of the poverty levd (Well 1997). Under
this program, dates have the option of expanding Medicad coverage for children by raisng the
maximum dlowable family income for this program. States can dso expand exising date hedth
insurance programs for children by increasing the number of dots avalable or increasng the family
income limits for these programs. Therefore, even though children of parents leaving welfare for
work may not have private hedth insurance coverage through their parents employers, many may

have access to coverage through state S-CHIP programs.

3. The Limited Supply of Flexible Child Care

The exiging supply of child care poses chdlenges for parents with inflexible jobs and
nonstandard work schedules, and research has explored the incidence of these problems. Issues
include the availability of child care options during nonstandard schedules, subgtitute providers when
regular arrangements are not available, child care for children who are ill, and child care options for
school-age children during school holidays and summer vacations. The use of family or friends for

child care can address many of these issues. but it raises others.

a. Limited Supply of Child Care During Nonstandard Schedules

Based on empirical research reviewed in Section 11.A.2, we estimate that about half the parents
leaving welfare for work are likely to work during nonstandard schedules and that this proportion
may increase over time. About one-quarter work nonstandard hours because they can arrange better
child care, while the other one-quarter work nonstandard hours because the job requires that they do
s0. These parents do not necessarily have access to better child care during these work hours.
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Most observers have noted a mismatch between the job schedules of many low-wage workers
and the schedules maintaingd by centers and regulated family child care providers. A comparison
of the proportion of parents working nonstandard schedules to the supply of these regulated child
care arrangements indicates that supply appears to fal far short of the projected need for child care
arrangements during nonstandard hours (GAO 1997; Callins and Li 1997).

Mogt of the data about the supply of child care during nonstandard hours (including weekends)
have been collected about regulated child care providers by accessng the databases of resource and
referral agencies. These sources provide good coverage of licensed and regulated providers, but only
limited coverage of child care arrangements outsde the state regulatory system. For example, the
U.S. Generd Accounting Office (1997) recently esimated the supply of child care in four
communities usng information from resource and referrd databases and found that care during
nonstandard hours and days was available from 12 to 35 percent of providers, depending on the
community. Mosgt providers who offered care during nonstandard hours and days were family child
care homes rather than centers.

Smilarly, Collins and Li (1997) estimated the supply of regulated child care in Maryland and
[llinois during April 1996 by extracting data from datewide child care resource and referrd
databases. Their sudy included data on al licensed family child care homes, licensed child care
centers, and “license-exempt” centers in lllinois. The results indicate an extremely limited supply
of regulated child care arangements during nonstandard hours, especidly in poor communities
within these dates.

Collins and Li (1997) edtimate that there are 2 11 regulated child care dots per 1,000 children
under age 13 in the gtate of Maryland. Of those dots, 99 are open for extended hours (from at least
7:30 A.m to6:00P.M). However, in zip codes with the highest proportion of families living below
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or near poverty, only 41 extended-hour dots are available per 1,000 children. Only 0.1 dot per
1,000 children provides oyvernight care, and only 1.2 regulated child care programs per 1,000
children provide weekend care.

In lllinois, Collins and Li (1997) found approximately 148 regulated child care dots per 1,000
children under age 13. Of those, 6 1 provide care during extended hours, and most of these dots are
in high-income communities. In zip codes with low proportions of poor families, 130 extended-hour
dots are available per 1,000 children. In contragt, only 55 extended-hour dots per 1,000 children
are avalable in zip codes with the highest proportion of poor families. Availability of overnight and
weekend care is ds0 severdy limited. In Illinois, only 0.5 dot per 1,000 children is available for
overnight care, and 0.3 program per 1,000 children provides weekend care.

These dudies indicate a severdy limited supply of regulated child care arrangements during
nonstandard hours and days, especially compared to the expected proportion of low-income parents
who will need to work during these hours. However, lack of information about parents preferences
for child care arangements during nonstandard work schedules makes it difficult to determine
whether this supply of regulated child care arangements is sufficient to meet the demand among
low-income parents. During evening, night, and early morning hours, many parents may prefer to
place their children in the care of rdatives or friends in a homelike setting, rether than in child care
centers or even in the homes of unrdated family child care providers.

However, we expect that about one-quarter of low-income parents have inflexible job Stuations
and may not have trusted relatives or friends who can help with child care. For these parents, child
cae centers may be the preferred option even during evening, night, and early morning hours

because low-income parents may find regulated care more trustworthy than unregulated care (Porter



1991). We do not know how much the scarcity of center-based care in low-income neighborhoods
contributes to parents choice of relatives and neighbors for child care.

We found two studies that provide data on the supply of unregulated child care arrangements
during nonstandard hours, but both are somewhat dated. A Profile of Child Care Sttings, a national
survey of child care providers conducted in 1990, collected data on the supply of child care during
nongtandard hours from both regulated and unregulated providers (Willer et d. 199 1). According
to these data, 10 percent of child care centers provided care during weekend hours and 3 percent
provided care during evening hours. Six percent of family child care homes provided care during
weekend hours. A higher percentage of family child care homes--I 3 percent of regulated homes and
20 percent of unregulated homes—-provided care during evening hours (Willer et a. 1991).

Segd and Loman (199 1) collected data on the supply of center-based and home-based child
care arrangements available during nonstandard hours and available to parents leaving welfare for
work in lllinois in a study of the child care needs and experiences of AFDC recipients. This study
included a survey of single parents with children under age 14 who received AFDC or had recently
left AFDC for employment and a survey of child care providers across the state. Half the parents
who were employed had jobs that included some evening or weekend hours. About 64 percent of
al parents surveyed reported difficulty arranging child care during weekend and evening hours.
Only eight percent of child care centers surveyed provided care after 6 p.m., and only three percent
provided care during weekend hours. A much higher percentage of family child care providers (35
percent) provided care during evening hours and on weekends. Relatives and friends supplied the

most care during nonstandard hours. with 6 out of 10 of these providers caring for children after 6

P.M. and on weekends.
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In addition to working nonstandard hours and days, many parents who leave wdfare for
employment will find low-wage jobs that require frequent changes to their work schedules. A
changing schedule represents a serious obstacle to arranging child care because most child care
providers require regular atendance (Hofferth 1995). Siegd and Loman (1991) found that many
employed parents in their sample worked part time, intermittently, or on changing schedules.
However, most of the child care centers and licensed family child care providers they surveyed said
that they would not accept children on an intermittent or changing basis. Mogt parents with these
types of schedules used reatives, friends, and multiple providers. We do not know how many
parents in the study preferred using relatives and friends and how many used these providers because

they did not have other dternatives.

b. Lack of Substitute Providers When Regular Arrangements Are Not Available

Although relatives and friends may be willing to provide child care during hours that match
parents schedules, these arrangements are less dependable because providers quit, become ill, or
are unable to provide care for other reasons. When this happens, many parents do not have leave
time from work or the financid ability to teke unpad time from work to arraiv{g.;e for a subdtitute
provider. Segd and Loman (1991) found that 70 percent of the parents in their study reported
problems arranging care when their regular providers could not work. All these parents used
reldives or friends as their regular child care arangement. Furthermore, parents reported that
frequent breskdowns in child care arrangements with friends and neighbors drove them to use a
series of arrangements rather than one regular provider.

Focus group participants from a job-retention program for former welfare recipients said that

child care arrangements with family and friends often broke down because the provider found a job,



moved, or decided that providing child care was too difficult (Rangargian 1996), dthough the study
did not indicate how successful these parents were at finding backup care arrangements. Gilbert et
a. (1992) reported smilar findings in a sudy of GAIN participants. During the firgt three months
after enrollment in GAIN, 36 percent of mothers reported needing aternative arrangements because
their regular child care provider could not work or because children needed care during a school
holiday. Even when rdatives or friends provide a stable source of child care, parents will need
backup arrangements for provider illness and other emergencies, but they may not have other
resources.

Although the Siegd and Loman (1991) and Gilbert et a. (1992) studies provide important
information about the problems parents face in arranging subgtitute child care, both are dated and
are each limited to employment and training participants from a sngle sate prior to welfare reform.
The extent of problems with making backup child care arrangements needs to be measured among

a broader and more current population of low-income parents.

c. Lack of Care for Ill Children

Taking time off work to care for sck children remains a serious problem f.(l)lr parents, but child
care options for even mildly ill children are extremey limited. Children who are too ill to atend
their regular child care arrangements need to be cared for gpart from other children, a fact that
presents serious cost and logigtical implications for child care providers. Poor children may have
a high incidence of hedth problems and illness. which make this an ongoing problem for parents.
In this section. we review what is known about the supply of child care arrangements for children
who are sick. adthough we recognize that out-of-home care for children who are ill is difficult to

sructure and is not necessarily the best policy option for addressing this problem (see Chapter I11).



Daa from A Profile of Child Care Settings indicate that family child care homes, especidly
unregulated homes, are much more likely than centers to care for children who are sick (see Table
116). Results of asurvey of AFDC mothers conducted by Sonenstein and Wolf (1991) indicate that
centers are the least likely child care setting to accept sck children. Mothers in this study who used
centers reported that they missed an average of six days of work or school in the previous eight
months because of a child's illness, compared to one day on average for mothers who used other
types of care. Corddl et d. (1997) dso found a higher incidence of reported illness among children

in home-based care compared to center-based care, but children in centers had a higher rate of

absence.
TABLE 11.6
AVAILABILITY OF CHILD CARE FOR SICK CHILDREN
Percentage of Providers Willing to Accept Children
with Various Conditions
Feverish
Type of Child Care Provider Severe Cough Appearance Rash
Center 10 6 3
Regulated Family Child Care 25 20 10
Unregulated Family Child Care 50 50 36

Source:  Willer et d. 1991, pp. 28-29.

NoTe: These data are taken from the Nationd Child Care Survey 1990 and A Profile of Child Care
Settings 1990.



Segd and Loman (1991) found smilar results. Approximately two-thirds of parents in their
study reported problems arranging child care for sick children. -Of the child care centers surveyed,
only one in eight said they would provide care to children with an illness such as a cold, fever, or
flu. In contrast, 59 percent of regulated family child care providers said that they would care for
children with such illnesses, and an even higher proportion of unregulated providers said that they
cared for sck children.

In a survey of sngle mothers participating in Cdifornias GAIN program, Gilbert et d. (1992)
aso identified lack of care for sck children as an obstacle to working or attending school. During
ther firg three months of participation in GAIN, 59 percent of mothers had to make dternate
arrangements for sick children, and 48 percent missed work, school, or training to care for a sick
child.

‘The survey results from these studies indicate that about 90 percent of centers, 50 to 75 percent
of regulated family child care providers, and about 50 percent of unregulated child care providers
will not accept children who are ill. Mogt low-income parents have difficulty arranging dternative
care for tharr sick children and frequently miss work to care for them. Broader and more current
measurement of the supply of child care for sck children and the extent of work-related problems

associated with the lack of such arrangements is necessary to solve this problem.

d. Lack of Child Care for Children With Special Needs

Children from low-income families are more likely than other children to have hedth problems
and behaviora problems that can make it difficult to place them in child care arangements (Zill et
d. 199 1; Klerman 199 1). Providers may be unwilling to accept a child with chronic or potentialy

lifethrestening hedth problems because they may fed unprepared to handle a medica emergency.



Parents may have a greater preference for relaives or trusted friends to care for the child who has
a hedth condition to ensyre gppropriate surveillance of the child's condition and gppropriate
trestment in the event of a problem. However, high-qudity child care with trained medicd deff
avalable could be even more effective in dleviating concerns about the medicaly frail child while
the parent works. .In the Infant Hedth and- Development Program, low-educated mothers of
premature, low-birthweight infants returned to work two months earlier and worked more
continuously when they had access to high-qudity, center-basedcare for their one-year-oldchildren
(BrocksGunn et a. 1994). The control group had access to community-based child care, but not
the high-quality centers used by children in the intervention group.

Children from low-income families are more likely than those from higher-income families to
have behaviord problems or learning disgbilities that make it more difficult for children and adults
to interact with them (Zill e d. 1991). These characterisics may make it more difficult to place

these children in a ¢are arrangement, or to maintain that arrangement over time,

e. Lack of Child Care for School-Age Children During Holidays and Summer Vacations
Parents of school-age children need affordable child care arrangements for school holidays and
summer vecdions. In their sudy of implementation issues in dtates welfare reform efforts, Pavetti
and Duke (1995) found that program participants experienced difficulties in arranging child care for
their school-age children during school holidays and bresks. Some parents may be able to make
child care arrangements with reatives, friends, or neighbors. Other parents have inflexible family
Stuations and will not be able to rely on rdatives or friends to help with child care during school
holidays. These parents will need to search for child care centers or home-based providers who

could care for therr children on those days.
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In their study of welfare recipients and former recipients who had recently left wefare for
employment in Illinois, Ssd and Loman (199 1) found that 74 percent of centers and 82 percent
of family child care homes were open on school holidays. However, 64 percent of parents in their
study reported problems arranging care for school-aged children during holidays and bresks. Parents
may have had difficulties aranging care despite the availability of regulated arrangements because
regulated providers, dthough open, had a limited number of available dots. In addition, parents who
need child care only when schoal is out are not likely to have ongoing relaionships with child care
providers and may not be aware of their options for child care on school holidays.

4. The Adequacy of Parents Social Networks as a Solution to the Child Care and Job

Flexibility Problems

Many low-income parents use relatives, friends, and neighbors as caregivers. These choices.
partly reflect parents preferences and degree of trust. Parents prefer to have children cared for
within the family itsdlf. If the parent must go outside the immediate family for child care, the second
choice is a close rdative, such as a grandmother or aunt. The next leve includes the parent’s very
close sociad network--a friend who is “like a sister or amother.” A parent who must cast a wider net
then turns to people in the neighborhood.

After exhauding dl of these familiar sources, a parent might consider market child care and
seek out names from a bulletin board or a referrd list. or look to the recommendations of friends.

However. this may be less preferable--the parent would fed that she knows a great dea more about
the qudlity of child care if it were provided by a close rdative or friend than if it were provided by
someone on a licensng or referrd list. Child care provided by a close reative or friend may aso

be more flexible because the caregiver is more involved with the family and may be willing to
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provide extra support when needed. Parents may also choose rdatives to care for children in order
to keep money in the famil..

Another factor in child care choice may be ethnic background or shared language and specid
family stuations (for example, the degree of closeness between the child's mother and grandmother
may influence whether the child's grandmother is asked to provide child care).

Nevertheless, the observed patterns of child care demand--1owGncomeparents choose relatives
and unregulated providers more frequently than licensed providers-are contingent on the current
supply of child care in low-income neighborhoods, its qudity, and its cos. In dangerous
neighborhoods where the qudity of centers and registered family child care homes is poor, it is not
surprising that parents would choose familiar people to care for their children. Many parents would
agree that having close family members care for children is preferable to usng someone outside the
immediate family. However, not everyone would agree that rddtives, friends, and people in the
neighborhood are better caregivers than someone who provides child care as a professon and runs
a high-qudity program that is respongve to parents concerns that the child be in a culturd and
language environment smilar to the one a home. If the quality and cost of market options were
improved dramaticaly, some parents might not choose to use relaives and unlicensed neighbors as
often.

The difficulty of finding centers that operate during nonstandard hours, as well as a preference
for home-based care arrangements during nonstandard hours, leads more parents to choose relatives
or familiar adults to care for children during those times. A substantial proportion of parents choose
to work nonstandard hours so they can use family members or relatives who could not care for the
children during norma work hours. In 1994, relatives provided care for 55 percent of al preschool-
age children whose mothers work a non-day shift, compared to only 35 percent of children whose
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mothers work during the day (see Table 11.7). Furtherrnore, 71.4 percent of children whose mothers
worked non-day shifts recgjved care in their own home or their provider’s home, compared to 59.1
percent of children whose mothers worked during the day.

Even when a parent prefers having a reldive or friend care for the child, problems may arise.
A number of sudies indicate that child care arrangements with friends, neighbors, or reatives tend

to be more unrdiable than regulated arangements, providing less support for the mother's

TABLE II.7

PERCENTAGE OF CHILDREN YOUNGER THAN AGE 5 WHO ARE
CARED FOR BY RELATIVES BY MOTHER'S WORK SCHEDULE

Mother's Work Shift

Child Care Provider Non-day Shift Day Shift
Relative 55.4 354
Father 28.3 11.6
Grandparent 17.1 15.6
Other rddive 10.0 8.2

Source:  Casper 1997, Table 2.
NoTe: Thistable is based on data from the Survey of Income and Program Participation (SIPP), fall

1994. The SIPP provides information on the child care arrangements of the youngest three children
of employed mothers in fal 1994.
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employment activities (Gilbert et al. 1992; Hofferth 1995; Presser and Cox 1997; Rangargan 1996;
and Segd and Loman 1991). Because child care provided by friends, relatives, and neighbors often
breaks down, parents who rely on these arrangements tend to change child care providers frequently,
which can be gressful for both the child and the mother. Siegd and Loman (199 1) found that
because these arrangements were often temporary and unreliable, many parents used a sequence of
temporary providers rather than one regular arangement. In fact, during follow-up interviews, most
parents using friends or relatives to care for the child said they had changed providers in the previous
90 days. Most of these changes were caused by changes in the providers ability to provide care,
such as changes in employment status, work hours, school hours, or resdence. Other parents
reported that they changed child care arrangements because providers were unreliable.

In addition to changing providers frequently, many low-income parents use more than one
relative or friend and “patch” together child care to accommodate their work and school schedules
and to arange subgtitute providers when regular arrangements bresk down. Of dl low-income
respondents to the Nationd Child Care Survey 1990, 24 percent of children under age 5 had been
placed in more than one regular child care arrangement (Brayfield et d. 1991). The use of multiple
arrangements was highest for low-income families heeded by an employed, sngle mother. In those
families, 45 percent of children under age 5 were placed in more than one regular child care
arangement. Siegd and Loman (199 1) reported that one of every five children in their study
population was cared for by two or more providers each week. Parents who worked nonstandard
schedules, single parents who worked part-time schedules, and single parents who worked and
atended school were more likely than others to use multiple providers. Smilarly, Gilbert e 4d.
( 1992) reported that nonstandard and changing work schedules led to reliance on multiple providers
among parents. However, when parents turn to multiple friends and relatives to provide child care
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that meets their scheduling needs, they have to worry about potentid breskdowns in severd child
care arrangements, rather than just one.

To address these issues, the problems and benefits associated with the use of informd child care
arrangements must be measured among a broad-based sample of low-income parents. The National
Sudy of Child Care for Low-Income Families' could provide measures of the frequency of
disruptions in these care arrangements and the reasons, as well as the frequency with which parents
need to coordinate severd of these arrangements. What kinds of information would help parents set
up more rdiable child care arrangements with family and friends, and what supports might increase

the rdiability of these arrangements?

B. LACK OF FLEXIBILITY AND EMPLOYMENT RETENTION
This section discusses the impact of inflexible jobs and child care on employment retention.
Very little research has focused on this relationship, so we also consider research questions that need

to be answered to undersand the reationship between flexibility and employment retention.

1. Inflexible Jobs and Child Care Arrangements. Impact on Employment Retention
Information from some state-gpecific surveys and focus groups of working parents who received
AFDC or recently left welfare indicates that child care difficulties associated with inflexible jobs and
nonstandard work schedules causes work-related problems for parents. These parents have
experienced reduced hours, change in status from full- to part-time work, and even job loss because
of child care problems (Rangargian 1996; Seegd and Loman 1991). Focus group participants in a
job-retention program for former wefare recipients sad that difficulties matching child care and
work schedules were a mgjor source of work-related problems (Rangargian 1996). Those who were
able to arrange child care often had 0 little flexibility that minor scheduling problems caused them
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to be late for work and affected their employment. Many of these mothers did not have rdiable
backup arrangements when their children were sick or regular providers could not work, so absences
from work aso resulted in employment problems.

Segd and Loman (199 1) found that parents faced amilar difficulties with employment. The
child care arrangements available to parents who worked nonstandard schedules were so unrdiable
that sudaning full-time employment was dmost impossble. The sudy found that the type of
employment parents could obtain limited their child care options, and the unrdiable child care tha
parents found, in turn, limited their ability to find better employment. In fact, 20 percent of parents

in the study population had returned to welfare in the past year because of child care problems.

2. Understanding the Link Between Flexibility and Employment Retention

Identifying the best option for increasng employment retention for parents leaving wefare for
work requires more research about the reationship between flexibility and employment retention.
Idedly, this ressarch would combine Emlen’s indght that the three dimensons of flexibility must
be measured smultaneoudy with some of the measures developed in the separate literatures on each
type of inflexibility (for example, job schedules, pad leave time). The r@ear;:h would aso relate
flexibility to employment outcomes. In addition, research should attempt to learn more about the
degree of flexibility necessary in family Stuations, employment, and child care Stuations to have
an impact on employment retention. Little is known about the types of inflexibility faced by low-
income families who cannot baance employment and child-rearing because those who do not remain
employed are not likely to appear in cross-sectional studies of workers who are asked about the

degree of work, family, and child care flexibility they have. Once we understand better what types
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or combinations of inflexibility pose the greatest sumbling block to employment success, we can
focus on solutions to those situations.
Research about the links between flexibility and employment retention should examine the

folowing quedions

o How can we best measure the degree of flexibility in each of the three dimensons
identified by Emlen: family dtuaions, employment, and child care arrangements?

o Does flexibility in each of these domains have the same impact on employment
retention, or is flexibility in one of them preferable to the other two? For example, is
flexibility in child care arangements more important for maintaining employment than
flexibility a work?

o What is the cogt to employers of increasing job flexibility, and how much impact would
this have on employment retention? Employer costs might include more absenteaiam,
disruptions to productivity caused by absenteeism, and more management time required
to monitor employees work hours and productivity. How could flexible policies benefit
employers? What incentives might encourage employers to adopt flexible policies?

« Wha would be required to help low-income parents develop more flexible family
support arrangements. and how much impact would this have on employment retention?

« What is the cogt to child care providers of increasing child care flexibility, and how
much impact would this have on employment retention? Provider costs might include
greater dress from working longer hours on short notice; for home-based providers,
more sress from baancing child care business needs with the needs of their own family
members, and for center-based providers, paying higher sdaries for qudified gaff to
work during nonstandard hours. How could greater flexibility benefit child care
providers?

o In wha other ways does a lack of flexibility in family Stuations, employment, and child
cae affect employment? To wha extent do flexibility problems result in negative
employment outcomes other than job loss (such as reduced number of work hours,
reduction from full-time to part-time satus. or falure to advance in a job)?
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In the next chapter, we discuss options and modes of good practices for increasing flexibility

for low-income working parents.

‘These edtimates were taken from a specid supplement to the May 1997 Current Population
Survey (CPS), which included questions about work schedules. A previous survey was conducted
in May 1991. Unfortunately, most of the andyses of the work schedules of part-time workers and
low-skilled women have not yet been updated using the 1997 data

Nonstandard work hours are work shifts that include early morning, evening, night, or changing
hours.

*National data on AFDC recipients in 1995 indicate that about 46 percent of those with a high
school education or less fel into the subgroup with less than a high school degree (U.S. House of
Representatives 1998). These AFDC recipients face particular labor market disadvantages because
they lack a basic educationd credentia. While it would be hepful to aso have information on work
schedules for this more educationdly disadvantaged group, the authors did not present information
separately for this subgroup.

+ The Nationd Study of Child Care for Low-Income Families is a five-year project that will
examine the supply and demand for child care and the effects of child care and wefare policy on
child care markets in 25 low-income communities within 17 daes. In 5 of the sudy communities,
researchers will dso conduct a parent survey on employment and child care choices and measure
children’s experiences in child care. The study is being sponsored by the Adminidration for Children
and Families, DHHS, and is being conducted by Abt Associates, Inc., and the National Center for
Children in Poverty, Columbia Universty.






[Il. POLICY OPTIONS
-

Empirical research suggests that, under wefare reform’'s more stringent work requirements,
many parents may be obliged to accept inflexible jobs. Many of these parents may not be able to
arange safe, flexible, reliable child care. Although the available data do not document clearly the
extent of this problem among low-income parents, evidence suggests that some welfare recipients
fdl into this category. To support the work efforts of this group, parents need help to make
arangements with family and friends who can respond to work and child care emergencies.
Incentives or requirements for employers to offer greater flexibility in jobs or the use of community-
based talent and organizations to develop systems of flexible child care options would adso help meet
the needs of low-income families in the community.

In this chepter, we review policy options and promisng modds for increesng flexibility in
family support, employment, and child care arrangements. The literature identifies ways in which
employers and community agencies have developed employment policies that provide flexibility to
meet child care problems and child care options to accommodate difficult or inflexible job
requirements (Bookman and Furia 1995). These employment and child care solutions tend to be the
exception rather than the rule, however. The literature does not go beyond a description of the
models to discuss the circumstances under which these models occur, why they are not more
common, and how they can be adapted for low-wage workers.

We have congdered the economic rationde underlying the existence of these promisng models
and the way the modes could be extended to more adequately meet the need for flexible jobs and
child care arrangements for low-wage workers. Because many of the models have been developed
by large employers, their approaches must be adapted for parents who work for small businesses.
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In some cases, the models have been developed for middle-class and higher-wage workers, so we
discuss the economic ratignale for and/or barriers to extending these models to a lower-wage
population. In many cases, the economic congtraints on extending the models to a low-wage and

amall-busness employee population are so great that involvement of community-based organizations
and the public sector may be needed to bring together parties with a common interest, generate idess,

implement a solution, or help subsdize a program.

A. INCREASING FAMILY SUPPORT

Although we do not expect the public sector or private employers to influence family structures,
they could help provide working parents information about how to manage their work and child-
rearing responghilities. This information could focus on the need to plan for contingencies like sck
child care or a provider’s absence and on crestive strategies for meeting these contingencies. Emlen
identifies the parent’s initiative in developing flexible solutions for the family as a fourth source of
flexibility (Oregon Child Care Partnership 1997). One answer to the problem of inflexiblgobs and
child care is counsdling and assstance for parents who are just beginning to combine work with
child-rearing or who have not previoudy been successtul in finding flexible s;olutions

Severd opportunities dready exist for providing information and assgtance to low-wage
employees with children. Employers could provide this information during job orientation, and they
may benefit from doing so to prevent logt time from work or employee turnover later on. Agencies
that help welfare recipients prepare for jobs through orientation to the world of work or job search
assisance seminars could include information about finding child care arangements that support

inflexible work schedules and creative planning for child care emergencies. In addition, community-
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based child care resource and referrd agencies that provide other child care counsdling to wefare
clients could indude this information.

We have not found an organization that has developed information and counseling to encourage
parents to think about jobs, child care, and family support together and to understand that one or
more of these need to provide some flexibility. Some organizations may address these issues in part
by emphaszing the need for rdiable child care arangements. We believe, however, that a fuller
trestment of these issues and individud counsding for parents who are finding it difficult to develop
solutions would help low-income parents succeed as parents and employees.

Without the ability to evauate the effectiveness of this counsding, it is difficult to determine
which organizations might be most successful in offering it, how intensve the counsding needs to
be, when it should occur to have the grestest impact, and how much impact the counsding might
have on absentegism or job retention. We fed this is a relaively low-cost and potentiaily beneficia

policy option that could be implemented either done or in combination with other options.

B. INCREASING FLEXIBILITY IN LOW-WAGE JOBS

Increasing flexibility in employment is one drategy for helping IaN-inouﬂél‘paans successfully
manage work and child-rearing responsibilities. Some jobs provide a great ded of flexibility,
permitting workers to choose their work schedules or take sick or annud leave to provide backup
care for their own children when providers are unavailable or children are Sck. Employers are aware
of how flexible jobs can help workers baance jobs and family responshbilities and of what types of
policies can be most useful to employees.

However, employers who pay very low wages and provide no benefits, including sick or annua

leave, may view these policies as too coglly. Jobs that are part of a production process may require
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punctudity and regular attendance because the work cannot be done as well when someone is absent.

Employers have no incentive to tolerate absences, because they can essily replace workers who
cause digruptions. Similarly, rotating schedules and nonstandard hours may be necessary because
of production schedules or the nature of the work, making it impossible to accommodate those who
have difficulty finding child care during these work schedules. These problems are exacerbated in
job markets with a few mgor employers of low-wage workers, because employers do not have an
incentive to increase flexibility even if they could be more accommodating.

We have found no sudies that look systematicaly a the conditions under which low-wage
employees have benefits such as sck or annud leave or evauate what it would take for employees
to acquire these benefits in a firm that provides benefits to one group of employees but not to
another. For example, how common is job tenure as a condition of receiving benefits? What other
criteria are used to quaify employees for benefits? Is it possble for low-wage employees to qualify
for benefits like sck or annual leave, or do other characterigtics of the job (for example, temporary
employment) preclude some employees from qudifying?

Some credtive srategies use technology to bring a measure of flexibility to-an inflexible, low-
wage work dtuation. The J.C. Penney department store chain has implemented a computer system
for employee scheduling that enables parents to change their schedules amost dally and to match
their scheduling needs with the company’s need for workers. In addition, the company permits
employees to work at any of the stores in a broad geographic area, rather than at just one store, which
provides increased scheduling options’

Additiond research on the benefits and costs to employers of work-place flexibility options like
flex time and flex place would be helpful. Additiond options for increasing parents flexibility range
from cregting job-sharing opportunities or employee backup sysems to increasing scheduling
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flexibility. Many creetive options for improving job flexibility should be evduated in a cog-benefit
framework. Employers are more likely to create these dternatives when they see tha the economic
benefits outweigh any costs: These policies have been easy to judtify for skilled workers because
turnover codts can be extremey high. It has been more difficult for employers to see the benefits
of such policies for low-wage workers. Nevertheless, employers can overestimate the risks of a new
policy. Research examining the costs and benefits of such policies, and ways they can efficiently
be st up, might give employers the necessary impetus to adopt flexible policies.

Another tool the government has is to regulate changes in employer behavior. Hidoricaly, the
government has used regulations to ensure badic, universa labor standards, such as the minimum
wage, the length of the work week, and the minimum age a which children may work. Most
recently, the Family and Medica Leave Act (FMLA) of 1993 required employers to provide 12
weeks of unpaid, job-protected leave in a 12-month period for employees to accommodate a specific
family or medica reason such as the birth or adoption of a child. The act gpplies to dl public
agencies and to private sector employers who employ 50 or more employees and who are engaged
in an indudry or activity affecting commerce. At the time the law took effect; ‘one-quarter to one-
third of forma employer policies maiched FMLA rules regarding the length of and reasons for leave
(U.S. Department of Labor 1996). Currently, only about one-tenth of private sector U.S. worksites
are covered by FMLA, but approximately two-thirds of the U.S. labor force work for employers
(both public and private) covered by the FMLA. Fewer employees actudly qudify for FMLA
benefits. however, since the FMLA aso contains individua worker qudifications. Only 55 percent
of the labor force actudly qudifies for FMLA benefits by dso meeting the FMLA length-of-service
and hoursrelated digibility requirements (U.S. Department of Labor 1996). The proportion of
employees who are digible for FMLA benefits and qudify for them is even lower for workers who
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earn $20,000 or less annually (42 percent), who have never married (41 percent), and who have less
than a high school education (47 percent) (U.S. Department of Labor 1996).

A recent study surveyed employers and employees about the effects of the FMLA (U.S.
Department of Labor 1996). Nearly 17 percent of employees surveyed in 1995 had taken leave for
a reason covered by FMLA, while another 3.4 percent said that they needed leave, but did not take
it, usually because they could not afford the loss of wages (U.S. Department of Labor 1996). A
sgnificant mgority of employers report that the policy is easy to adminiger and entails smdl or no
coss. Mogt employers dso report that the FMLA has no noticesble effect, either postive or
negative, on productivity, profitability, and growth (U.S. Department of Labor 1996). Thus, the
FMLA is an example of a government regulation that encouraged employers to adopt a policy that
has benefits for workers with no or very low costs for employers.

Recent policy proposas have tended to favor increasing job flexibility by extending the FMLA.
For example, Presdent Clinton has proposed requiring employers to offer one day per year for
parents to take their child to the doctor or to attend a parent-teacher conference. However, before
these proposals to expand the types of approved absences can provide a solution to the problem of
inflexible jobs for low-income workers, the population of workers covered by FMLA needs to be
expanded to include more low-income workers. Research is needed on the cost to employers of
extending the FMLA to cover more workers, as well as the potential benefits, so that lawmakers
have the information they need to consder closing the large gaps in FMLA coverage among low-

educated, low-income workers.
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C. INCREASING THE SUPPLY OF FLEXIBLE CHILD CARE ARRANGEMENTS

Many different kinds of job inflexibility can be addressed by a broader range of child care
options and greater flexibility from child care providers. A variety of child care responses may be
necessary because working parents face severd different job-related issues that require different
kinds of flexibility from child care providers. For example, some parents need child care during
nonstandard or rotating work hours, while others smply need access to backup child care
arrangements when their regular provider cannot work.

In this section, we discuss policy options for increasing the supply of child care for parents who
work nonstandard hours and days, for parents who work rotating schedules, for parents who need
some type of backup child care arrangements, and for parents with sick children. Any child care
solution that is put forward must be acceptable to parents who make decisons about how their

children will be cared for while they work.

1. Increasing the Supply of Child Care During Nonstandard Hours and Days

Vey little forma child care is available during nonstandard hours and.-days. Child care
providers usudly prefer to work during the day while they are caring for their own children, or while
their own children are in school. They can generaly find enough children to care for during these
hours to generate an income. If they cannot find enough children to care for during standard work
hours, they can look for other jobs that pay as much as or more than child care work. As a result,
child care providers may require grester compensation to work during nonstandard hours. Usudly,
the need for child care during nonstandard hours is less common, so providers who decide to work

nongtandard hours cannot fill enough of their dots to generate sufficient income. For this reason,
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employers, unions, and community organizations have tried to develop child care options that
address the need for child care during evening and weekend hours.

The most direct way to address the problem of finding acceptable child care during nonstandard
hours is to find or establish child care dots that will be avalable on a relidble bass during those
hours. To encourage parents to choose this care, it may be necessary to ensure that the care is less
expendve to parents than other options, that the qudity is high, and tha the dte is near the
workplace or the homes of families, thus reducing commuting codts relative to other options.
Employers and community-based organizations have used severd drategies to provide child care
with these characterigtics.

Large firms that employ shift workers 24 hours per day may decide that on-gte child care is a
worthwhile invesment. This type of child care is most commonly provided by employers in the
manufacturing and service sectors. Notable examples are hospitals, the military, and an automobile
manufacturing company. When employers design on-dte child care centers, they can talor the
programs to meet the specific needs of their businesses and workers and to complement the child
care arangements dready avalable in their communities. Hospitds and the military are extremey
inflexible employers-they need their employees to arive a work on time every day, and they
require staff to work at dl times of the day and a night. An on-gte center could provide flexible
child care when the job dlows little flexibility. For example, the Toyota Child Development Center,
in Georgetown, Kentucky, operates an on-site child care center that is open 24 hours a day and can
serve up to 230 children ages 6 weeks to 13 years. In addition to meeting the needs of workers from
al shifts. the program is desgned to accommodate parents scheduled for overtime work. When the
plant operates on weekend days, child care is available at the on-dte center. Parents pay fees that
are gpproximately 40 percent below the market rate for child care (Bookman and Furia 1995).
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In each case, ondte child care is affordable, of high quality, and located near work.
Subsidizing the care and making sure it is of high quality increases parents willingness to use the
cae. When workers live in geographicdly dispersed neighborhoods, the workplace is the most
acceptable location for the child care facility. On-site child care dso enables the employer to
demand sufficient flexibility from child care providers to accommodate the inflexible demands of
the job.

Employers will have an interest in providing flexible child care if they face high turnover costs
when employees leave. The three primary reasons employers cited for investing in on-gte child care
are atracting employees (especiadly during second and third shifts), retaining employees over time,
and increesng employee morade (Bookman and Furia 1995). Edtablishing an on-gte child care
center entails subgtantid up-front costs and high ongoing codts if the care is to be subsdized
(necessary for low-income workers). For many low-wage employers, however, workers can be
eadly replaced, the cost of training new workers is low, and only a few workers ate needed. In such
Studions, on-dte child care is not worth the investment for employers without substantiad assistance
from other organizations or public sources.

Community-based organizations can encourage and hep employers with on-dte care. In
Burlingame, Cdifornia, for instance. a group of community members representing unions, loca
governments, employers, and other community groups formed a nonprofit organization caled
Palcare to provide child care for workers a San Francisco Internationa Airport and surrounding
communities (Bookman and Furia 1995). Using public and private funds, the organization crested
a child care center licensed to serve 150 children 24 hours a day. A smal employer investment,
combined with public funds and funds from intereted organizations and maeny redively smal
employers, can thus establish a child care center for low-wage workers in an area of concentrated,
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round-the-clock, service employment. We need to learn more about the incentives and costs of
forming such a consortiumy, as well as the conditions under which such an arrangement could be
replicated elsewhere.

Employers can dso form partnerships with community child care providers to extend their hours
to cover the work schedules of their employees. For example, Con Agra Refrigerated Foods
collaborates with Northwest Arkansas Head Start in Huntsville, Arkansas, to provide child care for
its low-wage workers over a period of nearly 24 hours. Con Agra provided funds for initid dart-up
costs, which dlowed the agency to expand its early childhood program to provide child care for
children of dl ages from 5:00 A.m  to midnight and on Saturdays when the company’s plant is in
operation. Con Agra purchases a specific number of dots from the agency and provides child care
subgdies to employees (Mitchdl, Stoney. and Dichter 1997). Learning more about the conditions
tha make this modd appeding to the employer could hep in desgning ways to replicate it
elsewhere.

A drategy that could require less initid investment and less control by employers, but that may
yet help employees find acceptable child care during nonstandard hours is to reserve dots in existing
child care centers and family child care homes for children of employees. In such a drategy, dots
would be subsidized, located near employees homes or the workplace, and operated in accordance
with certain qudity standards. A related drategy is to recruit and train family child care providers
in target neighborhoods (near the workplace or employees homes) when few such care options exig.
These options permit smaler investments in child care dots, which can be targeted to meet urgent
needs or to help retain employees when training codts are high.

The drategy of reserving dots may be used when employers are large but both workplaces and
homes are dispersed over numerous geographic locations. For example, the Massachuseits Bay
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Transportation Authority (MBTA) operates the Reserved Slot Child Care Program, designed for
employees who work a varjety of schedules & a large number of locations. The MBTA contracts
with 32 licensed child care centers in the Boston area to provide child care for its employees. When
evaduating providers for incluson in the program, the MBTA Child Care Committee condders
geographic location, hours of operation, and ages of children served to ensure that contracted dots
meet employees needs. The MBTA subsidizes child care for its employees on a diding scae based
on income, ages of children, and employee status (Bookman and Furia 1995).

All the drategies have been developed by large busnesses or to serve large numbers of
employees concentrated in one location, such as a San Francisco International Airport. These
drategies would be more difficult to implement for parents who work in smal businesses, where
developing on-dte or near-site child care is not feasble. As shown in Table 11.4, some occupations
with the largest projected U.S. job growth and high percentages of employees who work nonstandard
hours are service industry jobs, where many employees work for smdl businesses (for example,
salespersons, cashiers, and waiterswaitresses). Thus, a substantial proportion of parents leaving
welfare for work are likely to be employed in smadl businesses for which on-stechild care is not an
option. Multiple strategies will be needed to address gaps in the supply of child care available to
these parents. For example, part of the solution may be to encourage large employers who offer on-
dte or near-gte child care to make a portion of ther dots available to other employees in the
community.

In addition, public agencies could extend Con Agra's approach of forming partnerships with
Head Start or other early childhood education providers to areas of concentrated, low-wage,
nongtandard-hours jobs that may dso be home to high-qudity early childhood programs. With
community support and parent fees, early childhood programs such as Head Start, public, preschools,

51



and other center-based arrangements could expand their hours of operation to provide extended care
for children in ther programs. State governments could fund extended hours from Head Start
programs, prekindergarten programs, or other center-based care arrangements through Child Care
and Development Block Grant funds or other state child care funds. Community groups could aso
join forces to assess the need for flexible child care and then develop child care options,

Recruiting and training family child care providers can target resources toward gaps in the
supply of child care during nongtandard schedules for parents who work for large and smdl
businesses. This drategy can enable a large employer to help employees with the greatest child care
need, or, with some organizing effort, a group of smal employers could pool resources to support
child care recruitment and training efforts. The Close to Home project in Phoenix, Arizona, is one
such consortium of local employers. Consortium funds are used to (1) support efforts to recruit and
tran family child care providers in geographic areas where employees live or work, (2) offer
financia incentives and support services for new providers, (3) tran providers in ways to
accommodate parents with nonstandard schedules, and (4) match new providers with experienced
mentors (Bookman and Furia 1995).

Any solution based on family child care dots, however, will need to overcome the concerns of
low-income parents about trust and safety. Many low-income parents are rductant to use family
child care if they do not know the provider (Lamer and Phillips 1994; Phillips 1995; Porter 1991,
Polit et d. 1989; and Siegd and Loman 1991). When low-income parents do not have a trusted
relative or friend who can provide home-based child care, they prefer the public setting of a child
care center. In addition, studies of low-income parents uniformly suggest that these parents prefer
center-based care for their older preschool children, reflecting their desire for an arrangement that
provides learning opportunities for preschoolers (Hofferth 1995).
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However, when parents work during evening, night, and early morning hours, the qudity of the

learning environment may not be as high a priority, because children are adeep for most of this time.

For these parents, concerns about safety and security are likely to be a higher priority. Nevertheless,

if dtrategies to provide child care during nonstandard work hours are to be successful, organizations
will need to provide a high levd of traning and oversght to providers, and they will need to

convince parents that the providers receive adequate supervison. The need for training and
overdght may make this drategy more expensve than purchasing dots in a child care center or
edtablishing a center in an underserved neighborhood. However, no studies have yet examined the
codt-effectiveness of these drategies in low-income neighborhoods.

A less direct way of hedping parents secure child care for nonstandard hours is to provide
financid assgtance to help them pay for their own child care arrangements. Because of the scarcity
of formd child care arrangements during nonstandard hours, parents may need financid assistance
to compensate providers for working nonstandard hours. Many states have dready acknowledged
this issue by increasing the child care subsdy rate for care provided during nonstandard hours.
Organizations that seek to establish child care dots during nonstandard hours may need to pay higher
rates for such care, dthough other benefits of the network (for example, a steedy supply of children
to fill slots and guaranteed payment for services) may lessen the need for higher rembursements.
Research needs to focus on the effectiveness of higher reimbursements and other incentive srategies
in developing a supply of rdiable child care arrangements during nonstandard hours.

Most low-income parents who must find child care on their own for nonstandard hours rely on
relatives and friends. Parents often prefer these providers because they are trusted individuas who

can be more flexible than regulated providers, especidly during nighttime hours. Friends and

53



relatives, however, tend to be more unrdiable than regulated providers, and they may not be
committed to providing child care on a long-term basis.

Another option for increasing the supply of child care during nongtandard hours is to develop
systems of support for home-based providers that could increase their reliability, their skills as child
care providers, and their commitment to providing child care. One sudy of family caregivers
indicates that this group would not respond positively to offers of formd training but that they would
respond to less forma support among other loca community-based organizations, which have
achieved the best success reaching out to kith and kin providers and parents using a family resource
and support modd (Butler, Brigham, and Schultheiss 1991). However, no studies have examined
how such programs might affect the job tenure or qudity of these providers or the cost of this
drategy. Furthermore, we are not aware of any organization that has implemented such a drategy

in a low-income community.

2. Increasing the Supply of Child Care for Parents Who Work Rotating Schedules
Parents rotating schedules pose a different problem. A provider who cares for children who

attend on unpredictable schedules cannot operate at capacity without on-cal, flexible staff to respond

to higher- or lower-than-average attendance. Most center-based programs do not accept a child
whose atendance is unpredictable. Licensng rules require that the center employ one adult to
upervise a specific number of children; if schedules are unpredictable, too many children may
attend a onetime. If we condder that a single 24-hour period would require three shifts of full-time-
equivaent (FTE) gaff members, a child who attends on a rotating schedule that changes each week
may necessitate the hiring of three FTEs to cover atendance during only one of those shifts, unless

center staff themsaves work rotating schedules. The cost of child care for rotating schedules would,
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therefore, be higher than for standard or unchanging schedules, either because the provider must
maintain some excess capacity or because the unpredictable schedule reguires close management
of staff resources.

The employer-sponsored on-site or near-site child care is one response to the problem of
unpredictable schedules where the employer subsdizes the cost of maintaining unused capacity or
closely managing labor resources so that the center can meet licensng rules under any possble
configuration of attendance. Centra Atlanta Hospitdity Childcare, Inc. is a nonprofit organization
founded by a group of hotels in the Atlanta area to operate a child care center (called the Children’s
Inn of Atlanta) for children of low-income service industry workers. This center accommodates
workers with nonstandard schedules by permitting parents to change their children’s schedule of
attendance on a regular bass. Parents usng the Palcare center can dso change ther child's
attendance on a monthly basis, according to the parents work schedules and family needs. Parents
who need to work overtime or who have unanticipated schedule changes can request additiona hours
of care (Bookman and Furia 1995).

Other options for addressing the problem of rotating work schedules include setting aside dots
a centers for parents with work rotating schedules, providing financid incentives to child care
providers who dlow parents to change their child's schedule of attendance on a regular bass, and
developing ways to support informa child care providers who can care for children whose parents
work changing schedules. In addition, child care centers and family child care homes could be
paired to provide a package that covers the hours of care a family needs and accommodates changes
in the regular schedule. However, this solution would involve more disruption for the child than
other options, and the problem of both the center and family child care homes needing to maintain
excess capacity may be greater. To learn more about the codts, benefits, and feagbility of these
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approaches, research must focus on modds of forma and informal child care that accommodates

rotating work schedules fqg employees of large and smdl busnesses.

3. Increasing the Supply of Backup Child Care Arrangements

Backup child care arrangements may be needed for crigs dtuations and for specid needs (for
example, when the child care provider is ill) or with some amount of warning (for example, when
the child care provider or the school takes a holiday). This causes a problem for parents, especidly
if they do not dready have an established reationship with another provider. Newly employed
parents should plan ahead and investigate potential backup arrangements with relatives, friends, or
neighbors so0 they will be prepared for anticipated or unanticipated breakdowns in their regular child
care arrangements. Another option is for employers and community groups to develop backup child
care options that parents can use in the event of a breakdown in ther child care arrangements.

Although few employers provide regular child care for employees, some provide drop-in or
emergency child care arrangements by purchasng a smal number of dots in sdected child care
centers or family child care homes. Some child care providers are organized in networks that offer
backup care to parents who use providers in the network. For example, Monde;y Morning, Inc., in
central New Jersey, operates a family child care network in which parents are given ligts of other
providers in the network who are located near where they live or work and who are available to
provide backup care. On days when their own provider is ill or on vacation, parents can cdl a
provider on their backup ligt to arrange care.

Mogt low-income families, however, do not use regulated family child care providers and do
not have access to such networks. To meet the needs of these families, resource and referrd agencies

and community organizations could creste networks of backup child care providers. Community
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or neghborhood organizations would provide information about the avalability of backup
arangements a the neighborhood level. Community organizations that creste support networks
among informal providers could aso use these networks to create backup care options for families.
For example, Monday Morning, Inc. is a family child care network. Some adminidrative services
are necessary to organize the network and provide sufficient oversight of providers to assure parents
that the subgtitute providers offer care of acceptable qudity. These adminidrative services increase
the cost of child care. Research is needed to examine the conditions under which these models could

meet the need for backup child care in a low-income community, as well as the cogts of providing

such care and the benefits of this option for employment retention.

4. Increasing the Supply of Child Care for Sick Children

Sick children present a specia case requiring backup child care. Most group child care settings
will not accept sck children, and illnesses are frequent when children are very young. Furthermore,
children who are too sck to attend their own child care setting cannot go to a different group care
sting; they need to be cared for apart from other children. Although we present existing modds
for providing child care to mildly ill children, we recognize tha most of these modes are not
atractive options for sick children and their parents. This problem may best be addressed by
exploring ways to provide workers with leave time to care for ther sck children a home.

When parents themsalves cannot care for their sick children, one aternative is to provide a room
a the child care center or provider's home for sck children. Some centers employ a hedth care
specidigt to care for sick children in the sickroom, which provides a place and provider familiar to
the child. The care provider can adso give the child care and atention during the day. In family

child care homes, however, the segregated child who is sick may present serious supervisory
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problems for a single provider who must care for both sick and hedthy children. Locd hospitds or
dinics may establish a “sick child center.” However, children who are not feding well may be
uncomfortable in a new setting with a new provider, and parents may be reluctant to leave the child
there. Findly, some employers will pay for a caregiver who goes to the child’'s home when the child
is ill, which diminates the problem of going to an unfamiliar place. However, the child is with an
unfamiliar  provider.

Family child care homes ean dso be used to provide child care for mildly ill children. For
example, a family child care home could be used as a satdllite for a child care center to provide care
for children who become ill during the day or for children too ill to atend the center. Family child
care homes can aso be used to provide care for sick children from the broader community, rather
than. just one center (Rodgers, Morgan, and Fredericks 1986). Problems remain, however, in
providing supervison and care for a Sck child who must be segregated from heaithy children and
in the sck child's levd of comfort in an unfamiliar care setting with an unfamiliar provider.

More than hdf of informd providers are willing to care for mildly ill children. Consequently,
providing support to informa providers that could incresse ther reigbility andskills as providers
Is another drategy for increasing the supply of child care for sick children.

Research is needed to evduate the costs and benefits of dl these drategies, as well as ther
acceptability to parents and providers. We dso need to identify the conditions under which these

srategies might be either necessary or desirable to parents and employers.

‘Persond  communicetion from Ellen Gdinsky, January 16, 1998.
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V. CONCLUS ON

Recent research emphasizes working parents needs for sufficient flexiblity in their family
support, jobs, and child care arrangements to meet thelr employment and child-rearing obligations
(Oregon Child Care Research Partnership 1997). However, the inflexibility of low-wage jobs,
combined with single parenthood and a scarcity of forma child care options in low-income
neighborhoods and during nonstandard hours, suggests that some women leaving welfare for
employment may be particularly disadvantaged in finding a “flexibility solution” that will support
ther employment activities

This discusson has reviewed the avaladle research on the extent of the flexibility problem for
low-income parents, its relationship to continued employment, and policy options for improving the
flexibility of support for combining employment with child-rearing. We dso have noted severd
aress in which additiona research is needed to understand more fully the extent of the problem and
to assess the usefulness of possible solutions.

This review of the literature reveds sgnificant gaps in our knowledge of the extent of the
problem facing low-income working parents as they try to develop child care solutions that
complement the requirements of their jobs. Based on our review of available literature, we conclude
that we cannot answer the most basic questions:

Whét is the proportion and what are the characteristics of low-income parents who face
sgnificant inflexibility in their jobs family support, and child care arangements?

. To what extent does lack of flexibility in jobs family support, and child care
arrangements lead to negative employment outcomes, including job loss?
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Each problem of inflexible job, child care, and family stuation has been documented
individualy, but in some cases with out-of-date or narrowly-defined samples. We summarize our

conclusions and recommendations for research on the extent of the problem in each area as follows.

« Family Support. Based on the available information, we conclude that only about one-
hdf of wdfare recipients would have a family member who could hep out in a child
care or work emergency. The literature in this area is so spotty, however, that we do not
redly know which parents currently have good support through family networks, and
no one knows how welfare reform will affect these arrangements (both regular child care
and family backup support). Data on the proportion and characteristics of welfare
recipients and low-income working parents with such family support are needed on a
post-TANF and more nationdly representative sample, since family support can
sgnificantly reduce the need for other types of public and private support.

+ Employment. Based on the employment literature, we conclude that about half of
parents leaving wefare for work are likely to have nonstandard schedules. However, the
number of such jobs is growing over time, and the most recent estimates for low-skilled
working mothers are from the early 1990s. Employee leave policies provide an
important source of flexibility to parents, but we found no studies that ettimate the
availability of paid or unpaid sck or annud leave among low-income parents and the
extent to which employees used this leave when it was needed (gpat from a
comprehensive study of the types of leave covered by the Family and Medicd Leave
Act of 1993).

Child Care. Based on the child care literature, we conclude that few center-based or
regulated family child care options exist during nongtandard work hours, and these may

not be the types of child care most preferred at these times. We need information on the
types and characterigics of child care that parents would like during nonstandard
schedules and how the supply of child care by friends and relatives responds to
economic and regulatory variables.

As we evduated the information on family support, employment, and child care flexibility, we
found that we know very little about how successful low-income parents are a arranging a job,
family, and child care package tha provides sufficient flexibility to support their employment
activities Only Emlen has measured dl three, but since the sample included employed parents, we
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do not know the proportion of welfare recipients who enter jobs facing high levels of inflexibility
adong dal three dimensongand who, for this reason, cannot sustain their employment.

To address these information gaps, we recommend a descriptive study of a sample of mothers
who are receiving welfare and entering jobs. The study would measure the degree of flexibility these .
women report in their family support, jobs, and child care arrangements. Interviews would be
conducted at about 6-month intervas theresfter, and would measure employment since the previous
interview, characterigics of jobs held, wages, and earnings. Interviews would continue to messure
flexibility in jobs, child care, and family support. The interviews could aso measure job gress,
fringe benefits, and the perceived quality of child care. A period of about 18 months would be
sufficient to observe how the degree of flexibility in jobs, child care, and family support affected job
retention and employment dability.

We would aso recommend improving our understanding of the three areas of inilexibility
through new dudies and andyss of exiding data We recommend exploring family support in a
sample of low-income working parents and parents receiving welfare who are entering jobs. The
avalability of family members who could care for children in an emergency rnay depend on having
another adult in the household or being part of a culture that vaues family support, whether or not
reaives live in the same household. Therefore, a sudy should survey parents about their regular
and backup child care arrangements, the types of child care emergencies they have experienced and
how they addressed them, and who they can count on, both insde and outsde the household, to
provide child care in an emegency. The andyss should examine how ehnicty, living
arangements, and income level interact in determining the degree of flexibility parents have in their

family support.



More information is dso needed on job flexibility and inflexibility. A sample of low-income
parents and parents receiving welfare and entering jobs could provide information on the incidence
of nonstandard work schedules, rotating work, and unexpected overtime. Parents should aso be
asked whether they prefer to work nonstandard hours. Information should be obtained about fringe
benefits, particularly paid and unpaid leave, and the ease or difficulty with which employees can use
this leave. Information on availability of benefits should be related to job tenure to determine the
degree to which employees are-expected to work for an initid period before having access to pad
leave.

Information should be obtained about the flexibility of child care arrangements and about
backup child care arrangements. Parents working nonstandard schedules should be asked about their
preferences regarding relatives. home-based providers, or centers caring for their children outside
the standard work day. Parents should be asked about what arrangements they made to care for a
sick child and what they did the last time a child was sick.

If the descriptive studies confirm that flexibility is an important problem that threstens job
gability and employment retention, we would recommend a research demondration that would test
possible solutions to the problem:

+ Overall Approach. We propose following parents over 12 to 18 months, at least, in

order to measure the effects of flexibility or a lack of flexibility on their employment.
If longer-term employment outcomes would be desirable to measure, the families could
be followed for a longer period. Interviews should be scheduled a basdine and a 6-
month intervals s0 that details about employment and child care arrangements can be
recalled accurately.

. Sample. A sample of parents should be drawn from a population of wefare recipients

who are required to enter work activities, o that the sample contains a mix of flexibility
dtuations, some potentiadly incompatible with sustained employmen.

62



Interventions. We recommend three types of interventions for this sample of parents.
One would be a supply of flexible, high-quality, community-based child care
arrangements that parents could use ether when their own arrangements fdl through or
on aregular bass. A second would be up to five days per year of flexible, paid, family
leave for al workers: To encourage cooperation, employers could be compensated for
the cost of the program in wages and benefits. A third intervention would provide
parents with information that would help them to develop a flexibility solution given
ther own family, job, and child care Stuations. A counsdor would provide them with
ideas and encouragement to think of creative solutions to the problem. These options
would need some refinement so that they can be implemented and possibly replicated.
One or more of the interventions could be implemented in the context of a random-
assignment demondration with one group recelving no specid services,

Research  Quedtions. For the control group, we would ask a set of descriptive questions:
What proportion of parents entering employment have inflexible jobs, family Stugtions,
or child care arangements? Wha proportion of parents have reaively high
inflexibility across dl three dimensons? How much flexibility is needed across these
dimengons to sustain employment activities? How does the amount of flexibility
change over time as the parent has more experience in employment? Severa more
questions involve group comparisons. How effective is the avalability of high-qudlity,
flexible child care in supporting employment? How often did parents use these
facilities for back-up care? Did parents try out these facilities and then return to use
them for regular child care? How effective is flexible, pad, family leave in supporting
employment? How effective is information provison in supporting employment? Do
parents who received information have more flexibility than families in the control
group who did not receive information?

In conjunction with the research demonstration described above, there should be some effort to
develop appropriate measures of flexibility across the three dimensions. The measures should be
a combination of factud items and parents perceptions of the flexibility of the dtuation. Factud
measures of family circumstances, employment policies on the current job, and the child caregiver's
policies might incdude the following: the number of days of sck and annud leave parents accrue
during a year, the conditions under which parents might qudify for leave time if they do not dready
quaify for pad leave, requirements for punctudity, policies with regard to child illnesses, and

avalability of backup child care arrangements. Emlen has developed a short, 12-item scale that
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measures parents perceptions of flexibility dong each of the dimensions, primarily through use of
a four-point Likert-type scale.

Learning more about the cogts and benefits of flexible employment policies may help convince
more employers to adopt these policies. A research sudy should examine the effects of employer
initiatives to increase job flexibility for low-wage workers. Researchers should look for
opportunities to work with an employer who is consdering an expanson of paid leave and more
flexible scheduling, including job sharing or other employee backup systems. The research would
measure changes in employer costs before and after the policy change, including absentesism,
management time required to monitor employees work hours and productivity, turnover, and the
cost of expanded leave. The research should so measure the benefits to employees, including their
levels of work and family dress, job satisfaction, and job retention.

The cogs and benefits of various drategies to increase the flexibility of child care should dso
be examined. Family child care networks that help link parents with regular and backup providers,
various options for caring for sck children in child care, and family child care providers working
nongtandard hours should dl be evauated to identify the costs and benefits -to parents, children,
providers, and other organizations (including the locd child care agency or a community-based

organization).
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. INTRODUCTION

When parents select a child care setting, one of the issues they are concerned about is the qudity
of the experience for their children. Parents say they are looking for a safe environment, a “warm
and loving” provider, and activities that will interest the child and prepare him or her for school
(Cryer and Burchind 1995; Emlen 1998; Gdinsky et d. 1994; Hofferth et a. 1991). Child
development professonds are dso concerned about the qudity of children's experiences in child
care and have developed good-practice standards to help child care providers improve the qudity
of their services (Bredekamp 1997; Federal Register, November 5, 1996; Ferrar 1996; Ferrar,
Harms, and Cryer 1996; and Lally et d. 1995). Child care settings can be, a wordt, unsafe and
boring. At best, preschool child care settings can better prepare children for school, promote good
physcd and menta hedth, and teach children to get dong wel with their peers and with adults.
Child care stingsfor school-age children can provide necessary supervison aong with safe,
condructive activities to reinforce or supplement what children are learning in school.

In child care policy, there is a fundamenta tension between the gods of child development |,
which require an investment in qudity child care, and the gods of employment, which require that
child care be made affordable for more families. Pursuing child development goas would require
spending more resources on fewer children in order to ensure a particular level of qudity in child
care that is funded by the public. Pursuing employment god would require spending fewer
resources on more children so that the cost of child care would be lower for more families.
Policymakers who view parentd employment as the mgor objective tend to view affordability as

the cornerstone of a viable policy strategy because of the importance of child care codts to the



employment decisons parents make. In connection with this view, the policy debate has assumed
that the gods of employment and those of child development are entirdy competing, so that

additional funds spent on the latter come at the expense of supporting a parent who needs help

paying for child care in order to work. However, if the qudity of child care affects parents
employment decisons, then to some extent, the gods of employment and child development are
consgtent, so some investment in child care quality would promote employment as well as children’'s
well-being.

The qudity of child care can vary widdly, and it is easy to imagine how changes at both the low
and the high ends of the quality spectrum could affect employment in important ways. For example,
changing from an unsafe and ungtimulating child care sdtting to a safe and interesting setting could
lead to improvements in employment among low-income mothers. That is, if parents are able to
avoid child care settings that fal below a paticular threshold for qudity, they may be able to more
successfully pursue ther employment activities. Similarly, a shift from a mediocre child care setting
to a vey high-qudity setting could aso improve employment outcomes by leading to grester
improvements in parents effectiveness as employees.

If the quality of child care affects parents employment decisons, then policymakers may need
to invest in quaity to some extent as they dlocate child care funds across families. Investments in
quaity have traditionaly been made because of their expected benefits for children. In this paper,
we explore whether or not the qudity of child care dso has an impact on parents employment
decisons. If s0, then qudity of care issues need to be consdered dong with the cost of child care

as policymakers seek ways to support employment for low-income parents.



In order to understand the relaionship between the qudlity of child care and employment, we
mus firg understand how qudity in child care is defined, both by professonas and by parents. In
the second chapter of this paper, we describe what quaity child care means from both perspectives.
We dso conclude that parents and professonas mean the same thing, for the most part, when they
talk about qudity, but they tend to disagree in their evaluation of the qudity of a particular child care
setting. We discuss the possible reasons for this discrepancy.

In Chapter 111, we discuss- the fundamentd issue for the paper: how child care qudity and
employment might be linked, and what we know empiricaly about the relationship between the two.
We argue that parents evauations of child care settings are an important factor in their employment
decisons, but we know little about how parents form these evauations about a child care seiting
over time, and if ther opinions were to change, how close they might come to professond
evduations. We review the empirica evidence on the reationship between child care qudity and
employment, and conclude that a very limited amount of evidence suggeds that there is a link
between the two. But we lack broad and convincing evidence on the importance of the qudity of
child care across different settings and in the current policy environment-of stronger work
requirements and timelimited wefare.

If quaity child care is judged to be an important god of child care palicy, then the issue of how
to link parents with appropriate-quaity child care must be addressed, which we do in Chapter V.
Supply-sde issues may have to be addressed, since the child care market is currently offering the
quaity and features of child care that parent fees and other available resources can support. We
discuss what qudity child care costs on an ongoing basis and what it might cost to develop a supply

of such care. We ds0 discuss policy initiatives designed to improve the qudity of child care for low-



income families. On the demand Sde, we address the question of whether low-income parents
would want to use quditchhild care were it made avalable. Alternatively, if parents were given
more resources to pay for child care, would this exert market pressure on child care providers to
improve the qudity of cae? To address these questions, we examine parents preferences and
choices with respect to qudity child care. Parents dready make complicated decisions about care
sttings for ther children. Increasing the emphasis on qudity would require that parents receive
more information about the importance of quality child care and about how to identify a quality child
care stting. We discuss modds of parent information to identify promisng methods of linking
parents with good-qudity child care.

The purpose of this paper is to provide the bass for a research agenda that would inform the
design of child care policy to support families leaving welfare for work and low-income working
families in generd. The find chapter summarizes what we know about qudity child care and its
relationship to employment decisons of low-income parents and proposes an agenda for future
research. One companion paper reviews research on the links between employment and the cost of
child care. Another companion paper reviews research on the flexibility of jobs, child care, and

family Stuations as they affect the ability of parents to remain employed over time.



II. THE QUALITY OF CHILD CARE

Qudity in child care refers to children’s experiences in the child care environment and to
features in this environment that are bdieved to affect children’'s development. In this chapter, we
discuss how qudity child care is defined so that we can identify ways in which the quaity of child
care might affect parents employment. We consider both the professond and research definitions
of qudity and paents viewsof qudity. Parents views of child care qudity are smilar to
professond and research perspectives in many ways, but their evaduations of the qudity of a
paticular setting are often different. We explore the possible reasons for the different perspectives
on qudity but note that there is much we ill do not know about the reationship between
professonds and parents evauations of quaity. This gap chalenges us to learn more about the

relationship between child care quaity and employment, as we will see more clearly in Chapter I11.

A. HOW PROFESSIONALS DEFINE AND MEASURE QUALITY IN CHILD CARE
Professionals use a combination of research and good-practice standards to define and measure
qudity child care. Good-practice standards currently exist for a range of child care settings and age
groups. For instance, the National Association for the Education of Young Children (NAEYC) has
described “developmentaly appropriate practice” for programs seeking to improve the quaity of
center-based care for children from birth to age § (Bredekamp 1997); Zero to Three has published
guidelines for caregivers of infants and toddlers in groups (Laly et d. 1995); the Head Start Bureau
has published performance standards to guide Head Start and Early Head Start programs toward
quaity (Federal Register, November 5, 1996); the Nationd Institute on Out-of-School Time (1998)
has developed a nationd improvement and accreditation system for forma school-age child care

programs, and the Nationd Association for Family Child Care (1995) has published qudlity criteria
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for home-based child care. Research linking. “qudity” features of forma child care settings with
desirable outcomes for children is well-developed for the birth-to-age-5 group (see Love et d. 1996
for a summary of the research literature linking child care features and children’s outcomes).

However, our conceptudization of the features of quality child care for school-age children is
much less developed than those for younger children The good practice standards for child care for
school-age children pertain to forma settings for children (Bredekamp 1997; Nationd Inditute on
Out-of-School Time 1998), which are not widely used after age 9. Some researchers have recently
begun to identify the features of child care settings that might be important for school-age children,
but to date, there is no consensus on the features of qudlity care for school-age children outside the
forma care settings. Nor have the features of qudity care for school-age children that cut across
setings and age groups been examined in rdationship to measures of children’s development
(Seppanen et d. 1993; Vandell and Posner, in press).

Moreover, much more work is needed to define and messure qudity for young children in
informal, home-based child care settings, and for care a nonstandard hours. There is so more work
needed to define and measure qudity child care in ways that dlow comparisons across the full range
of satings. Some promising work that could address these gaps is currently underway as part of the
Nationd Study of Child Care for Low-Income Families and the Early Head Start Loca/Nationa

evauaion.

1. Defining Quality Child Care for Young Children
Definitions of child care qudity for infants, toddiers, and preschool-age children emphasize the
importance of classoom interactions, or the behavior of caregivers toward children. For instance,

in a good-quality program, caregivers frequently smile a children, touch and hold them, and spesk



to them a ther own eye levd. Caregivers in a good-qudity program aso respond promptly to
children's questions, extend children’s actions and verbdizations with more complex ideas or
materials, use podtive guidance techniques, and encourage appropriate independence. These
features of the child care environment, often caled, “process qudity,” are generdly consdered to
be the essence of a qudity program. Since they pertain to the behavior of adults toward children,
they can apply to home-based as wdl as inditutiona settings.

Much of the research on child care qudlity has focused on ingtitutiond settings, so the evidence
we have on what contributes to qudity of care pertains to features of forma settings. Many child
development researchers emphasize the importance of sructura features of the classsoom, such as
group Sze and age range, caregiver-child ratio, and Sze, organization, and safety features of the
classsoom. While the relationship between structural festures and process qudity of the setting has
not been consstently demondtrated (Blau 1997, Love et d. 1992), the former are believed to provide
a supportive environment, which in turn, facilitates process quality (Love et d. 1996). But to more
firmly establish this relaionship, we need more datidicaly sound research that uses a variety of data
Sets.

Caregiving in forma settings takes place within the larger context of adminidtrative practices,
parent participation, and program support services that can affect the quaity of children's
experiences. Adminidrative practices include auspice, caregiver qudifications and compensation,
daff turnover and experience, and continuity of care-al of which can affect the qudity, stability,
and dedication of caregivers (Whitebook et a. 1989). Parent involvement can provide an important
resource for child care programs and, by fostering communication between parent and provider,
improve the quality of care both a home and in the child care setting. Supportive services for

families incdlude physicd and menta hedlth services, nutrition, and socid services, which may affect



the child's ability to regularly attend and benefit from child care. Research defining and measuring
qudity in informa care settings, including care provided by reatives, is sparse. Notions of qudity
developed for forma settings, where larger groups of unrelated children are cared for, have been
applied to home-based child care, but the fit has not been good. Informa and “relaive care settings’
may include only one or two related children, so some of the formal practices necessary to keep a
larger group of children organized and well-cared-for may be unnecessary in a smdler setting where
the child and family are more familiar to the caregiver. ‘Moreover, a person caring for one or two
related children may not need specidized training in order to respond appropriately to the children’'s
needs and to provide appropriate- emotiona support.

Some of the more promisng work in conceptudizing qudity of child care in ways tha can
extend across the range of inditutiona and home-based settings uses observationd measures of
process qudity (Boller and Sprachman 1998; Howes and Stewart 1987; NICHD Early Child Care
Research Network 1996). These measures focus on what the child is doing, what emotion he or she
is displaying (if any), and what the caregiver is doing at specified intervas (for example, one minute)
within defined windows of time (for example, 5 to 10 minutes every hdf-hour); From these time-
sample ratings, researchers can code such variables as the percentage of time the child watches
televison, the percentage of time the child is wandering or unoccupied, the percentage of time the
caregiver speaks podtively to children, and the child-centeredness of care.

The Low-Income Child Care Study has built on these directions in measuring child care qudity.
Researchers developing this study are conceptudizing quality in terms of four aspects of child care:
(1) the extent to which caregivers interact with children in ways that are expected to enhance
development; (2) how well children play with peers and with objects; (3) the safety, space, noise,

and other basic features of the environment; and (4) the parent-caregiverrelationship. Thus, process



qudlity, or the caregiver's behavior toward children and the child’s experience in the care setting, is
given strong emphedis in this concept of qudity. This concept is taken from the literature on good
parenting practices, which emphasizes responsveness to children, but it would likely apply wel to

other child care settings outsde the home.

2. Measuring the Quality of Child Care for Young Children

Caregiver-child interactions, the festure of a child care seting seen by researchers and
practitioners as most fundamentd to qudity, are ds0 the mogt difficult to measure. A short
interview with either the parent or the caregiver will not suffice. Instead, reliably mesasuring
classroom dynamics and caregiver behavior requires a relaively long period of observation (from
two hours to severd days in the child care setting) by an individud who has been trained to make
consistent judgements about a range of child care settings (Abbott-Shim and Sibley 1987 and 1989,
Amett 1990, Boller and Sprachman 1998, Harms and Clifford 1989 and 1998, Harms et a. 1990,
NICHD Early Child Care Research Network 1996, Sibley and Abbott-Shim 1987). Some of the
recently developed measures of quality classroom interactions focus on the behavior of caregivers
toward children, including the amount of smiling, pogdtive verbd exchanges, | f;egative disciplinary
practices, and smilar types of behavior that take place within a specified time period (Amett 1990,
Boller and Sprachman 1998, NICHD Early Child Care Research Network 1996). Other standard
measures of child care quality are considered to be “globa” because they rate severa aress in
addition to caregiver behavior, including equipment and materids, activities, hedth and safety, and
the adult work environment (Abbott-Shim and Sibley 1987 and 1989, Harms and Clifford 1989 and
1998, Harms et a. 1990, Sibley and Abbott-Shim 1987).

The fact that reliably measuring the most central aspects of the quaity of a child care stting is

both cogtly and difficult means that we have less information about child care quality and important
9



corrdates of child care qudity than we need in order to fully address the issues discussed in this
paper. This fact partly explains why there is aso very little research on the relaionship between
child care quaity and parents employment.

Good substitutes for observationd measures of the qudity of a child care setting do not exit.
Data on the dructura features of the child care setting, such as dtaff-child ratio, group size, and
provider education and training, can be easly obtained from an interview with the provider, dthough
observed group Szes and ratios are often better than reported group sizes and ratios because the
former reflect absences. However, while many studies have found that structurd features of the
child care setting are postively corrdated with quaity of care and with children’s development, the
correlaion is not especidly srong, and some studies have not found the relaionship between
sructure and quality to be consstent (Blau 1997; Galinsky et d. 1994; Love et d. 1996). Therefore,
gructural features cannot be considered a good proxy for measures of caregiver-child interactions.
Moreover, directors reports about group size and staff-child ratios are often different from observed
levels because of abosences (Phillips et a. 1994; Love et a. 1992), and parent reports may be even
more inaccurate when parents are likely not to know how many children are enrdlled in the class or
the day care home. The NCCS concluded that parents did not very rdiably report on child-staff
ratios,. athough they were reasonably reliable in reporting group size and whether the provider had
specific child-related education or training (Hofferth et d. 1991). Nevertheess, reports by parents
on group Size or ratio may be the lowest-cost measurement drategy if we are adso collecting
employment data, and they may be important as quality measures if they corrdate wel with the
parent’s perception of qudity, a point we discuss in the next chapter. In fact, it may be more
accurate to think of parents reports of group sizes and ratios as indicators of their perceptions of

quality, rather than as measures of actua group Szes and ratios.

10



3. Conceptualizing and Measuring the Quality of Child Care for School-Age Children

Conceptudizing and *measuring the qudity of care for school-age children has lagged
congderably behind developments in this area for younger children because there has been far less
research in this area (Vandell and Posner, in press). The sdient research issues regarding the links
between features of child care settings and children's developmental outcomes are different for
school-age children because these children are older, and because they are in school for much of the
day, they spend much less time in nonparentad child care than do preschool children. A wider variety
of arrangements are appropriate for school-age children than for preschool-age children, including
sdf-care, lessons or clubs, and forma programs, and these arrangements may vary over the course
of aday or week. The gppropriate type of arrangement may vary as the child ages, with younger
children needing more forma programs and direct adult supervison, and older children managing
wdl in sdf-care with parent monitoring by telephone (Todd, Albrecht, and Coleman 1990).

Some of the literature on school-age child care has related the type of primary setting = for
example, self-care compared with other forms of care — to children’s outcomes (Steinberg 1986,
Vandell and Ramanan 1991, Rodman et a. 1995). More recently, researchers have obtained time-
use reports from children or observers about who the child is with, where the child is, and what the
child is doing at short intervas between the end of school and 6 p.m. over the course of a week, and
these times have been related to children’s outcomes (Miller et a. 1996, Posner and Vandell 1994,
Vandell and Posner 1995). However, these researchers note that the time-use measures of school-
age child care omit many of the most important aspects of qudity.

Measures of qudity in forma school-age child care programs expand on the ideas about quality
care for preschool-age children in centers. The School-Age Care Environment Rating Scde (Harms

et d. 1995) extends the approach developed for the ECERS by measuring the quality of space and
11



furnishings, hedth and safety, activities, interactions, program structure, and daff development.
However, a different mstrument would be needed to measure quaity across the full range of school-
age child care stings.

Vandell and Posner (in press) suggest that children's after-school  environments be
conceptudized using an ecologicd systems approach that flows from the work of Bronfenbrenner
(1979) and condders the contexts in which the after-school arangements teke place the
neighborhood, the family, and the individud child. Within this framework, they suggest that the

following features of these environments should be measured:

The qudity of children’s interactions with parents, siblings, other adults, and peers
Specific activities, which may be ether growth-enhancing or detrimenta to development

Children's and parents perceptions of these experiences

The firg two features listed above are aso consdered to be fundamenta to quality in child care for
preschoolers, dthough they may be defined somewhat differently in measures of qudity for the two
different age groups. Nevertheless, this gpproach moves in the direction of-other indruments
developed to measure quality across the full range of preschool-age child care settings by
emphasizing process qudity, or the qudity of the child's activities and rdationships in the care
setting. However, no research has yet related the gualiry of school-age child care to children's
development (Vandell and Posner, in press).

Stability or consstency of after-school care has not been prominent in research on school-age
child care as it has in research on preschool-age child care. Some variation in after-school
arrangements and activities may be developmentaly appropriate for school-age children in that it

baances dructured activities with free time, dlowing these older children to experience different
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levels of adult supervison, to broaden their socid networks, and to give them opportunities to try
different activities (Vande}l and Posner in press). Nevertheless, too much variation in the after-
school setting may be chaotic, leading Vandell and Posner (in press) to suggest the possibility of
nonlinear effects between children’s development and the number and types of activities and settings.
To date, no research has addressed the issue of what is an gppropriate amount of ability in after-

school care (Vandell and Posner, in press).

B. PARENT PERSPECTIVES ON THE QUALITY OF CHILD CARE

Many of the characterigtics parents vaue in a child care setting are aspects of qudity as it is
defined by child care researchers and professonas.  In this section, we discuss parents
understanding of qudity care and how this relaes to qudity as it would be measured by early
childhood professonas. We then discuss the extent and possible sources of divergence between

parents and professonas evauations of the quality of a particular child care setting.

1. Aspectsof Care Valued by Parents

Severd dudies indicate that one of the most important qualities low-income parents seek in a
child care arrangement is a safe environment in which the caregiver can be trusted (Lamer and
Phillips 1994, Phillips 1995, and Segd and Loman 1991). Many families in these sudies lived in
communities with high rates of crime and drug use, which heightened parents concerns for ther
children's safety. Concerns about safety and trust lead some parents to prefer relatives, such as their
own mothers, to care for their children (Kisker and Silverberg 1991). In fact, low-income parents
responding to the National Child Care Survey 1990 cited care by relatives as the top reason for
choosing their current arrangements (Brayfield et ad. 1991). Concerns about safety and trust dso

lead some families to seek the public setting of a child care center rather than the more private
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setting of a caregiver's home if the caregiver is not a reaive (Phillips 1995). Child care provided
by an unrelated adult in hig or her home appears to be the least desirable option for low-income
mothers (Porter 199 1, Sega and Loman 1991, and Sonenstein and Wolf 1991).

In many studies about parenta preferences, qudity child care arrangements have been defined
by low-income parents as a nurturing environment that dso provides educational opportunities
(Lamer and Prillips 1994, Phillips 1995, and Siegd and Loman 1991). Low-income parents tend
to define qudity differently, depending on the age of thar child (Lamer and Phillips 1994;
Sonengtein and Wolf 1991).

For indance, parents of infants seek child care that they believe will provide a nurturing
environment and that will be smilar to parental care (Larner and Phillips 1994). Consequently,
parents of infants are more likely to prefer informa care provided by relaives or friends in a home
setting (Hofferth 1995). In fact, focus group participants from New Jersey’s REACH program fdt
that if infants could not be cared for by their mothers, another relative was the most gppropriate
substitute caregiver (Porter 1991). Indeed, infant care was the only situation in which these mothers
found relative care preferable to other types of care.

Parents of preschool and school-age children tend to vaue learning opportunities over nurturing
in the child care setting (Lamer and Phillips 1994; Miller et d. 1996). Studies of low-income
parents uniformly suggest that they prefer center-based care for their older preschool children
because they believe that centers provide more opportunities than an in-home setting to learn
(Hofferth 1991). Even when children spend their infancy in in-home child care settings with
relatives or other providers, parents desire to switch to center-based providers when their children

reach age 3 (Lamer and Phillips 1994). Focus group participants from New Jersey’s REACH
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program wanted to move their children to center-based programs when they began taking and
preferred not to use relative, care for their older preschoolers (Porter 1991).

Sonengtein and Wolf (1'991) reached smilar conclusions about how parents define qudity in
their sudy of mothers receiving Aid to Families with Dependent Children (AFDC). While al
mothers in their sudy emphasized concerns about the qudity of adult supervison in the child care
setting, other quality-related concerns differed according to the age of the child. Mothers of infants
were mogt focused on child-caregiver ratios, indicating a concern for the level of individud attention
and nurturing their children received. In contrast, mothers of preschoolers expressed more concern
about the learning opportunities avallable to children in their child care. arrangement.

For some low-income parents, cultural continuity between the child care setting and the home
is aso an important consideration. For example, African-American parents tend to prefer African-
American providers (Mitchdl et d. 1992). Parents may want their children to eat the same foods
at child care as they-eat at home (Porter 1991). Likewise, parents who do not speak English a home
may seek child care providers who spesk ther language. Rdatives or friends often meet these
requirements for culturd and linguidic continuity.

Very little has been written about what parents want for their school-age children.  In a study
of low-income school-age child care, Miller et d. (1996) found that parents wanted their children
to be in a learning environment after school but could not afford forma programs or lessons.
Anecdotad evidence indicates that parents who live in dangerous neighborhoods want their children,
even beyond age 12, to have congructive, supervised activities after school when digibility for child

care subsdies ends.
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2. Rdationship Between Parents and Early Childhood Professionals Views of Quality

Many of the features that low-income parents seek in a child care setting are closdy related to
the features that early childnood professionas associate with qudity child care. Like parents, early
childhood professionds view the safety of the environment as a key structural festure of quélity child
care sttings (Love et a. 1996). A reated priority for parents is finding caregivers whom they can
trust to keep their children safe and to provide appropriate care. Early childhood professionas seek
amilar qudities in caregivers. While parents may choose rdatives or friends in seeking a caregiver
they can trust, early childhood professonas measure the ability to provide appropriate care
according to a caregiver’'s level of education, training, experience, and commitment to child care as
a professon. The definitions of quality most frequently cited by parents, a warm and nurturing
environment for infants and a learning environment for older preschoolers, are generdly consstent
with how early childhood professonds define qudity. Early childhood professonds include these
characterigtics of oa;e in the category of qudity measures associated with classroom dynamics and
caregiver-child interactions, the “heart” of quality according to child care researchers (Love et a.
1996). To as=ss whether infants are cared for in a warm and loving environment, early childhood
professonds would focus on such variables as caregiver behaviors and responsveness, and the
security of the caregiver-childrelationship. To assess whether the child care setting provides a good
learning environment, early childhood professonds have examined such aspects of care as the
caregiver's verbd interaction with children, the use of age-gppropriate activities and materials, and
the types of activities in which children and caregivers are engaged.

There are some differences in perspective and emphasis between parents and professonds
views about learning environments, however. Many parents seeking a learning environment for their

preschool-age children may be unintentionaly looking for developmentaly inappropriaie methods -
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of learning. For example, they may expect therr children to gt for long periods memorizing the
aphabet or their numbers, rather than learning through extending the children’s present interests and
activities (Fuller et d. 1996). Moreover, early childhood professonas would not view warmth and
learning as different gods, with warmth appropriate for younger children and learning appropriate
for older children. Ingtead, they would view a learning environment as important for infants as well
as for preschoolers, and they would say that, for children of both ages, learning should take place
in the context of a wam and loving environment.

Parents emphasis on cultura continuity may dso be related to the qudity of caregiver-child
relationships. While few dudies of child care qudity have included cultura continuity between
child care setting and home as a variable, one could argue that such continuity would support the
development of secure and podtive relaionships between caregivers and children. A child whose
caegiver speaks the same language, understands the child’'s culturd background, serves foods
familiar to the child, and employs a smilar approach to child rearing as the child's parents is most
likdy to fed secure in child cae and atached to the caregiver. In the Early Head Start
Loca/Nationd Evduation and the Low-Income Child Care Study, researchers are- beginning to
explore the role of culturd continuity in creating a quality child care setting.

Emlen (1998) conducted severa focus groups of parents to identify aspects of child care quaity
that were meaningful to parents. He used the information from these focus group discussons to
develop qudity of care scales that can be used to measure the following features of the caregiver and

the child care arrangement using parent report, rather than direct observation:

Warmth and interest in my child
Rich activities and environment

Silled caregiver
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Tak and share information
Caregiver accepting and supportive
Child feds safe and secure

Child getting dong wel socidly

. Highrisk care

These scales measure aspects of classsoom dynamics and caregiver behavior that are Smilar to
those developed by child care researchers and practitioners, but they were developed with the
understanding that parents and a trained observer do not observe the child care setting under the
same circumstances. This theme is important as we condder differences between parents and

professonds evduaions of child care qudlity.

3. Divergence in Parents’ and Professonals Evaluations of Child Care Quality

While parents agree with child care practitioners and researchers about most of the important
features of a qudity child care arrangement, they do not dways evduate their. (;hild’S care setting
as a trained observer would (Cryer and Burchinal 1995, and Emlen 1998). For example, most
children do not receive high-qudity child care, yet most parents report high levels of satifaction
with their child care arrangements (Cryer and Burchina 1997, Hofferth et d. 1991). In a nationd
survey of parents, Hofferth et d. (199 1) found that 96 percent reported that they were either “very
sidied” or “satidied” with the primary care arangements for their youngest child.

Yet, stisfaction with child care arrangements may not necessarily reflect a high opinion of
child care arrangements. For instance, in the same nationd survey of parents that showed such high

levels of satisfaction with child care arrangements, 26 percent of the parents answered yes when
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they were asked whether they would choose a different child care arrangement if al arrangements
were avalable to them (Hofferth et a. 1991).

Emlen (1998) has extendvely sudied parents views of the qudity of child care and suggests
that part of the reason for very high rates of satisfaction with care that is typicaly rated mediocre to
poor has to do with parents awareness of feasible options. Satisfaction does not mean that qudity
ishigh = it Smply means that parents view it as the best they can get. Emlen has developed severa
parent-report measures of features of child care (not limited to qudlity) that more closdy gauge
parents assessments of quality. On a globd rating of qudity, 93 percent of parents rated their child
care quality as perfect, excdlent, or good. However, when asked whether they would choose this
care again if they had to choose again, 84 percent said yes, and, Emlen (1998) notes, “68 percent said
the care [ have is just what my child needs, which is 32 percent who couldn’'t say that and didn’t.”
He concludes that parents can digtinguish between their child's needs and what may be their best
option under ther particular circumstances of family income, their own employment requirements,
and their knowledge of the available supply of child care.

Another explanation for parents apparent satisfaction with mediocre or low-quality child care
is that they do not have enough information to adequatdly assess the qudity of child care settings.
Parents and trained observers rate the qudity of child care in very different ways. Parents may
observe the child care arrangement for a few minutes at the beginning and end of each day and form
generd impressions that are not written down from day to day, while observers watch and record
details of events over severd hours. To test this hypothess, researchers in the Cogt, Qudity and
Child Outcomes in Child Care Centers Study asked parents to rate the importance of various aspects
of child care qudity, and then to rate the qudity of care their children received in each area.  The

parents ratings were them compared with ratings given by trained observers (Cryer and Burchina
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1997). Parents rated virtudly al aspects of qudity as very important, indicating generd agreement
between parents and early _childhood professonas about the importance of quaity child care.
Parents, however, consgently rated the care their children received as sgnificantly higher than did
the trained observers. Compared with the parents ratings of items that were easer for them to
observe, ratings of items that were paticularly difficult for parents to observe were much less
congruent with observer ratings. This finding supports the idea that, unlike professonds and
researchers, parents do not have adequate information for fully assessng the qudity of care ther
children recave. Studies of low-income parents have found that many choose a child care
arrangement without firgt vigting and inspecting the home or dassroom, and many others sign up
for the first child care arangement they find with an opening, without evauating others (Kisker et
a. 1989). This practice may lead parents to choose poor-quality arrangements and reduce their
awareness of better dternatives. In addition, the difficulty of changing child care arrangements
because of inflexible jobs may make parents less inclined to seek more information about avallable
options.

Emlen aso notes that part of the discrepancy between parents and observers' ratings of quality
may be atributed to differences in conceptudizing quality and to different standards and criteria for
qudity. Trained obsarvers have the benefit of the tremendous progress made over the past few
decades in defining and meesuring qudity in child care, idess that ae only dowly beng
disseminated to parents and the generd public (Emlen 1998). At the same time, many parents have
never seen high-qudity, group child care, making it more difficult to evaduate the qudity of an
arrangement in a short visit made while searching for a child care arangemen.

Despite the many hypotheses about the reasons for a discrepancy between parents and trained

obsarvers ratings of the same child care setting, none has been sufficiently tested in a way that
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would support conclusions about which factors are most important. We do not yet know how
parents  perceptions of the qudity of a child care arangement are formed, what role outside
information might play in forming these perceptions, and how parents perceptions may change over
time in response to daily events in child care and to the child's behavior and development while in
that child care setting. As we discuss in the next chapter, while the quality of child care as measured
by professonds and researchers may be a more rdiable evduaion of the qudity of the child care
arangement, parents perceptions of quality may be more important than “professondly defined”
quaity as an influence on their employment decisons. For this reason, we need more information

about the relationship between professond evauations and parents perceptions of qudity.

' The National Study of Child Care for Low-Income Families is a five-year project that will
examine the supply and demand for child care and the effects of child care and wefare policy on
child care markets in 25 low-income communities within 17 dates. In 5 of the study communities,
researchers will aso conduct a parent survey on employment and child care choices and measure
aspects of the children's experiences in home-based care arangements. The sudy is being
sponsored by the Adminidration for Children and Families, DHHS, and is being conducted by Abt
Asociates, Inc.,, and the Nationd Center for Children in Poverty, Columbia Universty.

* The Ealy Head Start Locd/Nationd evauation is an evauation of‘the impact of Early
Head Sat on children and families in 17 communities. The sudy is being sponsored by the
Adminigration for Children, Youth and Familiess DHHS, and is being conducted by Mathematica
Policy Research, Inc. and Columbia Universty.
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[Il. THE RELATIONSHIP BETWEEN CHILD CARE
QUALITY AND EMPLOYMENT

-2

The qudity of child care can affect parents decisions about whether to work or how much to
work. The posshility of a relationship between child care and employment decisions is easest to
see through examples of very poor-qudity or very high-qudity child care. A very poor-qudity child
care sting might be unsafe or unhedthy, making injury or illness common. A poor-qudity child
care sdting may dso have very high turnover so parents and even children cannot establish a
relationship with the provider. Or providers may be harsh with children. These dramétic problems
in a child care setting may lead parents to remove the child immediately. Depending on how quickly
an dterndtive arrangement can be found, the parent may miss severd hours or days of work If the
parent’s employer cannot accommodate the child care emergency, the parent could end up leaving
the job dtogether. Alternatively, very high-quaity child care may make the parent fed more
comfortable about working because the child is well cared-for. Children will be safe and hedthy in
these environments, and parents will develop relationshipswith a stable group of providers. Parents
will notice over time that thar children are learning new things in child care; and are deveoping
good socid skills and appropriate ways of behaving when they are excited or angry. Because parents
believe tha therr children are safe and are gaining postive benefits from child care, they will be
more able to focus on their jobs while at work and will be less likely to experience the disruption of
changing child care arrangements.

Improving the qudity of child care beyond a very low levd might make a difference for parents
employment outcomes, but we have little research from which to conclude how much change in

quality is needed to yield better employment outcomes. In fact, we cannot answer many important
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questions with the available research. For ingance, are there particular features of child care settings
thet, if improved above a certain levd, have a paticulaly large payoff in terems of employment
outcomes? Can we define a cog-effective threshold for quaity that yields employment benefits that
outweigh the increased cost? Or can the employment benefits of high-qudity child care rdative to
the exiding qudity of care for low-income families judify the cost of increasing child care qudity
to that point?

In addition to these generd gaps in our knowledge about the effects of qudity child care on
employment, we know very little about the quality of school-age child care in particular in the U.S.,
School-age children of low-income working parents are less likely to be in lessons or forma child
care programs of any quality, and parent or relaive care is common (Hofferth et d. 199 1, Miller et
al. 1996, Seppanen et d. 1993). To date, some studies have linked the type of school-age care with
children’s outcomes but have not looked at how the types or features of school-age care might affect
parenta  employment. We would expect that the type of school-age care and features of care that
might matter for employment would vary depending on the age of the child, the parent’'s work
schedule, and neighborhood characteristics. However, much more conceptud, and empirica work
is required to define quality in school-age child care before we can begin to examine the effect of
qudity in school-age child care on parents employment. Recent debates about funding school-age
child care programs seem to be about having a program for children after school compared with no
supervison a dl. For this reason, we would distinguish type of program (formd care versus self-
care) from the qudity of the program and suggest that future research instead examine the effects

of both types of school-age care on employment.
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A. FRAMEWORK FOR RELATING CHILD CARE QUALITY AND EMPLOYMENT

We have identified seyeral ways in which the qudity of child care may affect employment.
Figure 111.1 illugtrates this reaionship. In this framework, child care qudity represents not just
high-qudity child care, but any level of qudity in any child care setting that parents could choose.
As discussed in Chapter 11, we define qudity of care in terms of features that may affect children’'s
development and that can be found in any type of child care setting for children of any age. The
figure shows the four most important features that define the qudity of a child care setting: caregiver
behavior toward children, learning opportunities, emotiona support, caregiver-parent interactions,
encouragement of socid development, and hedth and safety. To the extent that culturd continuity
and the familid relationship between the parent and caregiver improve the qudity of child care for
children, these two aspects of care will be manifest through the qudity of caregiver-parent
interactions and the emotiond support and learning opportunities provided to the child.

On the right sde of Figure III. 1, we highlight four mgor employment outcomes that may be
affected by qudity child care. Firdt, a parent’s decison about whether to work and the number of
hours to work may be affected by the quality of care.  Second, child care may disrupt a parent’s work
schedule if the quality of care is poor, snce parents will need to miss hours or days of work to tend
to an ill child or find a new child care arangement. Continuity of employment over time may be
affected ether by the parent’s decision to continue working in the face of a child care crisis or by the
employer’s response to any disruptions in work hours or loss of productivity that are attributable to
poor-qudity child care. Third, productivity on the job is an important outcome of child care qudlity,

since parents who are distracted by child care concerns may be less productive at work. Together,
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FIGURE .1

PATHWAYS THROUGH WHICH QUALITY OF CHILD CARE COULD AFFECT PARENTS’ EMPLOYMENT OUTCOMES
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the parent's hours of work, productivity, and continuity of employment will lead to changes in
earnings over time, which js the fourth important employment outcome.

In the discusson that follows, we address these pathways through which child care quaity may
affect parents employment outcomes. We frame our discussion in terms of the mother, since we are
usng a modd of individua choice to highlight the most important idess, and most parents leaving
welfare for employment are sngle mothers. However, the discussion is equaly applicable to sngle
fathers and to two-parent families, dthough the decison-making process for two-parent families is
more complex.

The essentid idea rdating child care quaity to employment outcomes is that the quality of child
care that a parent can find may lead her to change her ideas about how vauable her time is a home
compared to time a work. The qudity of child care may dso affect the child's cognitive and
behaviord development, which could confirm or modify the parent’s evduation of the relative vaue
of the caregiver’s time with the child, further changing the parent’s evauation of the reative vaue
of her time a home versus time a work. The qudity of child care may aso be reated to the
frequency of dgnificant negative events, for example, injury to the child or caregiver absences, and
these events would affect the parent’s evauation of the relative vaue of her time a home or a work.
Findly, the quaity of child care can afect the level of dress the parent feds about baancing her
work and family roles. In turn, this level of stress (high or low) could be enhanced by the effects of

child care on child devdopment or on the incidence of serious negetive events in child care,

1.  Cognitive and Behavioral Development in Child Care
A large body of literature has examined the rdationship between the qudity of child care and

children’s cognitive and behaviora development. We do not summearize that literature here but refer
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to the able review by Love et d. (1996), which concludes, on the bass of many sudies that have
used a variety of child outcome measures and a variety of quality indicators, that there is a podtive
relationship between child care qudity and child well-being.

Loveet d. dso point out that the estimates of the effect of quality on children’s outcomes in
these studies tend to be biased because they donot control for family background factors that may
affect both the choice of child care and children’s outcomes. Important progress would be made in
this area if a sudy could be designed to control for family factors, ether through random assignment
or longitudind designs, s0 that the effect of child care on development could be estimated more
accurately.

The effects of child care qudity on cognitive and behaviord development over time will affect
the mother's evauaion of the qudity of the child care setting and the vdue of her time a home
compared to at work (discussed below). Effects of child care on children’s development will dso
affect the leve of work-family sress the parent feds. If the child is developing sgnificant
behaviora problems that manifest themsdves a home, or if the child is not reaching expected
developmenta milestones, the mother may fed more stress about the time she is spending a work.
Conversdy, if the child is developing favorably, the mother may fed less dress as she tries to

balance her time and energies both at work and as a parent.

2. Serious Negative Eventsin Child Care

In addition to what the parent learns about the child care setting through daily observations of
the provider and her child's development, sgnificant negative events-for example, an injury to the
child--may aso occur. Because these events require an immediate response, they directly affect a

parent’s work schedule. Other examples of sgnificant negative events include repeated unanticipated
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absences by the provider, unhedthy conditions in the child care setting that cause the child to
becomeill frequently, or harshness or neglect on the part of the provider. Any of these events could
temporarily take the parent away from his or her job and cause a further loss of time from work if
the parent decides to change child care arrangements. Because these events are so extreme, they can
ggnificantly affect the parent’s perception of the qudity of the child care setting and the leved of

gress caused by the need to balance work and family roles.

3. Reative Value of the Mother’s Time at Home Compared to Work

Parents choose to work and to work for a certain number of hours based on the earnings they
expect to receive (net of child care costs) and the vaue they attach to thelr time a home. The effect
of child care costs on employment, which is to reduce the returns to working, has been extensvely
sudied (see Council of Economic Advisers 1997). However, the effect of child care qudity on
employment has received very limited atention by economigs. As mentioned, child care qudity
can afect employment decigons by changing the relative vdue of the mother’s time & home relaive
to time at work.

An extensve body of literature discusses fertility decisons and parenta inve;tments in children,
and is based on the common-sense notion that parents care about their children and therefore will
spend time and money in ways tha will improve their children’s well-being and life chances (Becker
1981). Becker defines child qudity as ether the income and wedth of children as adults or
children’s utility a adulthood. When children are young, the time of adult caregivers--parents and
other caregivers --are important inputs into the development of child qudity.

The vdue of the mother’s time at home depends partly on her assessment of the vaue of her

contribution to her children’'s development and well-being, compared to the contribution of another
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caregiver, during the hours she could be working a a job outsgde the home. The relaive vaue of
a mother’s contribution vergus another caregiver’'s contribution to the child's development and well-
being may vary depending on the child's age and the hours being consdered. It does not imply that
the parent must fedl that she is less skilled than the other caregiver. For example, many mothers
enroll their children in a preschool for three hours each day even when they are not working outside
the home because they believe ther children will be better off by spending time in preschool than
a home for a few hours per day. A parent who is conddering employment has a dightly more
complicated decison to make because she must consder the relative skill of the subdtitute caregiver
as wdl as the income she might earn from employment. An employed parent will search for a
caregiver who will promote her child's development while she is working, so that the child is better
off, with this caregiver and the income the mother can earn from working, than if the mother cared
for the child hersdf and did not contribute that income from work outside the home. These ideas
were developed by Conndly (1988), who builds on Becker's framework and theorizes that parental
and nonparental care are subdtitutable for one another, but not perfectly; as a result, the mother’'s
employment decison is based on the negative effect on child qudity that ensuesfrom each hour she
is working and away from her child, and the postive effect on child quaity of every hour of
purchased child care.

Another way of looking at this issue is to assume that the mother’'s utility depends on child
qudity, C, consumption goods, X, and hours spent with the child, H,:

U=u(X,C, H,)
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Here, dl of the mother’'s time is spent either working or caring for the child. We define Hy, as the
hours the nonparental caregiver is with the child, who must dways be in the presence of the parent
or a nonparentd caregiver.

Child qudity is a function of the mother's time with the child and the vaue of that time in
producing child qudity, the nonparentd caregiver's time with the child and the vaue of that time
in producing child qudity, V(H,), and consumption goods, Z, which must be purchased to improve
child quality:

C=C Hy. Hy* VH,,Q), Z)
To damplify, we have normaized the vaue of the mother’s time in producing child quality to 1 so
that we can condder the vaue of the nonparentd caregiver's time in relation to the vaue of the
mother's time. The vaue of the nonparentd caregiver's time relative to the mother’s time with the
child changes over the hours of the day. Over some number of hours, the vadue of the nonparenta
caregiver's time could be greeter than the vaue of the mother’s time.  For example, a mother may
believe that a hdf-day preschool program will contribute more to the child's cognitive and
behaviora development than would her own time a home with the child during those hours.  Over
some other number of hours, the vadue of the nonparenta caregiver's time could drop beow that of
the mother. At this point, the mother might ill choose to work if the vaue of the additiond
earnings from that hour of work in purchasing other goods, Z, that dso improve child qudity, and
other generd consumption goods, X, that the mother vaues exceeds the vaue she would place on
that hour spent with her child and on the loss in child qudity that would result from ancther hour in

child care that is less bendficid than maternd care.
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We have specified the value of the nonparentd caregiver's time in producing child quality as
dependent on both the number of hours the nonparentd caregiver is with the child and the qudity
of the child care arangement. It is noteworthy that the vaue of the mother’s time and the subdtitute
caregiver’s time in producing child qudity are subjective measures based on the mother’s perception
of the qudity of the child care arrangement and the quality of her own care. Her assessment of the
qudity of the child care arangement will be based on her observations of the caregiver, on the
child's cognitive and behaviord progress while in that person’s care, and on the incidence of serious
negdtive events in child care. Therefore, to the extent that improvements in the qudity of child care
as measured by developmenta psychologists go unnoticed by the parent, we would not expect to
observe a corresponding improvement in employment outcomes. However, if the mother were given
information about the quality of the child care arrangement, if there were noticesble differences in
the qudity of care, and if the child's cognitive ability and emotiona behavior improved beyond the
mother’s expectations while the child was in the child care stting, then we would expect her to
change her vauation of the care provided by the nonparenta caregiver, which in turn may improve
employment  outcomes.

This discussion has assumed that the increase in the quality of child care takes place without an
increase in the hourly cost of that care. Any increase in child care cods that might accompany an
improvement in qudity would diminish the postive effect of better qudity on employment because
higher child care costs decrease the financia benefits of work that accrue to the mother. The
assumption of no cost increase is unredidtic, but if child care qudity is improved as a matter of
public policy, the nation could aso decide to publicly fund qudity improvement so that the cogt to

families is vay low.
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4. Psychological Stress

Psychologica dtress has recdved perhaps the mogt atention in the literature relating qudity of
child care to employment outcomes.  Arguments for increasing employer support for child care have
focused on psychologica dress as the mechanism by which qudity, reigble child care might affect
employment (Gdinsky and Johnson 1998). The qudity of child care can affect the level of dress
the parent feels about leaving children to go to work. If child care is of very poor qudity, the parent
may worry about children's safety or generd emotional wel-being. This digraction will reduce
productivity at work, leading to poorer performance, dower growth of earnings, and possbly, loss
of the job. The dress experienced by a working parent may make her less able to cope with
everyday pressures in generd, leading her to quit her job. Negative events in the child cae
arrangement may increase dress to the point a which the parent decides to change arrangements,
causng her to miss days of work.

Psychologica dress is considered separately from the vaue of a parent’s time spent with a child
as an influence on employment because dress itsdf may lead to changes in productivity or decisons
to change child care arrangements that may independently affect employmeni. For example, the
mother who is using a poor-quaity child care arrangement may choose some number of hours to
work that make her as well-off as possible with respect to income and time with her child, but which
dill leave her feding psychologica stressed because she is not entirely satisfied with the child's care
arrangement. This stress may lead to lower productivity, which in turn, may lead her to lose her job
or earn less than she otherwise would.

Changes in the child's cognitive and behaviora development that are associated with the qudity

of the child care arrangement may reinforce the parent’s level of stress. For example, if child care
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is of reativdy high qudity, i.e, the child is learning more and behaving well, the mother may fed
even more certain that her job has many benefits and few costs. This postive feding may further
reduce the dress rdaed to dividing time between work and family, and in turn, increase
productivity. Alternatively, if child care is of poor qudity evidenced by behaviord problems and
a fallure to reach expected developmenta milestones, the parent may become concerned that the
costs of employment exceed its benefits, increasing the level of dress.
B. EVIDENCE ON THE RELATIONSHIP BETWEEN CHILD CARE QUALITY AND

EMPLOYMENT

There is very little empiricd data on the rdationship between child care qudity and
employment. This is patly a result of the fact that different disciplines connected with child
careiemployment have different orientations. Economigts andyze child care as a cost of maternd
employment, and developmenta psychologists analyze child care in terms of the impacts of this
environment on children's development. Moreover, since it iS expensive to messure child care
qudity, efforts to do so have not, until recently, been included in large-scde studies that measure
parenta employment. Idedly, a study of the effects of child care qudity on the.employment of low-
income parents would be based on longitudind data from a large sample of low-income families.
This would alow researchers to control for the effects of family sdection. An ided sudy would
adso include measures of a range of employment outcomes (hours, months of employment, job
changes, and earnings) and an assessment of the quality of child care over time, as measured by
parent report and by conventional observational methods. Low-income parents would need to have
access to the full range of child care arrangements so that employment outcomes could be measured

for parents usng child care of different levels of qudity. Random assignment to different levels of
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qudity would aso hep to edimae the effects of qudity on employment independent of family
factors affecting selection of child care arrangements.

We searched three types of literature for empirical evidence on the effect of child care quaity
on the employment of low-income parents. Severd nationd-level surveys of families with children
include measures of parentad employment and child care, but in most of these data sets, the measures
of the qudity of child care are inadequate, the information on parentad employment is insufficient,
and the samples of low-income-families are too smdl. Many sudies of the effects of welfare reform
and employment initiatives have measured employment outcomes for low-income families with
young children, but most of these studies did not measure the qudity of child care used by families
in welfareto-work and relaed employment activities. Findly, the literature on early childhood
interventions reports on the effects of what is essentidly high-qudity child care for low-income
families. But because many of the studies in this area did not measure maternd employment or the
qudity of care from the parent's perspective, the effects of the high-quality child care on

employment could not be measured. We discuss each of these strands of the literature below.

1. National Studies of Families and Children

The data from severa mgor nationd studies have the potentid to help us establish and explore
the link between parentd employment and child care qudity, but criticd informaion on this
reldionship is missng. In some ingtances, this gap could be filled by adding the critica information
to an ongoing data collection activity. In one case, the NICHD Study of Early Child Care, the
necessary data are available and ready to be andyzed.

The National Child Care Study 1990 (NCCS) was based on interviews with a nationd sample

of parents of children under age 13. The survey collected informaion on parentd employment over
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time but obtained only limited information about parents perceptions of the qudity of care, focusng
mainly on structurd features of the child care setting. This focus omits many aspects of quality thet
parents may be able to comment on. The information on the qudity of child care in the NCCS is
thus too thin to support a sudy linking qudity of child care with employment (Hofferth and Collins

1996, Hofferth et d. 1991).

The Nationadl Longitudind Study of Youth 79 (NLSY79) is a large sample of individuas ages
14 to 2 1 in 1979 who were surveyed annudly until 1996 about employment, education, and other
outcomes. From 1982 through 1985, respondents were asked about the type of care, number of
hours of care, and weekly cost of care used for the youngest child. In 1986, a Child Supplement was
added to learn about child care arrangements in the first three years of life and about the current
development of children born to sample members. The child supplements have continued every
other year through 1996. Again, the information on child care qudity included only <tructurd
variables obtained by parent report, thus providing too narrow a perspective on the quality of the
child care sHtings.

In both the NCCS and the NLSY, the parent reports about structural features were included in
the hope that parents could provide reasonably accurate data thet is correlated with the quality of the
child care sting. However, as we noted in Chapter |1, parents perceptions of the quality of child
care settings, though useful in their own right, do not act as a proxy for a professond’s assessment
of qudity. The first haf of this chapter suggedts that parents perceptions about qudity contribute
to their decisons about employment. Thus, a broader measurement of parents perceptions of qudity
would be useful in sudies that dso ask parents about their labor force participation. A first round

of interviews has just been completed with a new NLSY cohort of 10,000 children ages 12 to 16
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years, the NLSY97. When this cohort reaches childbearing age, it would be useful to expand the
range of child care features,they are asked about.

The recently completed studies of the qudity of center-based and home-based child care contain
measures of the structure and process qudlity of a large number of child care settings. Although the
measures are based on ratings by trained observers, they do not measure parental employment (or
parent perspectives on quaity) over time (Cost, Quality, and Child Outcomes Study Team 1995;
Gdinsky et d. 1994). Therefore, we cannot use these data sources to determine how child care
qudity affects employment outcomes for parents.

The NICHD Study of Early Child Care includes measures of parentd employment and the
quaity of child care over time. These measures are based on ratings by trained observers, but the
sudy sample of low-income families is rdativdy smdl, and we ae unlikdy to find the families
digributed across the full range of qudity child care settings. Neverthdess, an andyss of these data
might provide some information about the effects of very low-quaity child care on employment.

Analyses of these data have not yet focused on the relationship between qudity of child care and
maternd  employment.

Severd ongoing studies will collect data on parenta employment and child care qudity for low-
income families (based on observer ratings), and anadyses of these data in the coming years may
provide more information about the relaionship between the two. The Early Head Start (EHS)
Nationa Evauation is collecting such data from parents who were randomly assigned to receive
EHS sarvices for their young children. EHS families are predominantly low-income and, through
the EHS programs, may have access to high-quality, center-based child care. The Early Childhood

Longitudind Study--Birth Cohort Study (ECLS-B) will collect information on parentd employment
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and child care qudity from the time of the child's birth. This nationd study will incdude a sample
of low-income families byt may share the NICHD Study's problem of having too few of these
families that use high-qudity child care.

The smplest way to obtain more information about the relationship between qudity of care and
parentd employment would be to andyze exising and forthcoming data that include measures of
both: the NICHD data could be andyzed most quickly, and the EHS and ECLSB data will be
available soon. To ensure that ongoing research questions can be addressed, however, we would aso
need to make information on a representative sample available over time. The best way to do this
may be to add salected measures to the NLSY data sets, as the data already include measures of

parental employment, child development, and some basic child care data

2. Welfare Studies

We examined the literature on mgor evaduations of recent wdfare reform initiatives that focus
on employment outcomes for low-income parents, including the Nationd Evaduaion of Welfare-to-
Work Strategies (the JOBS evauaion) (Hamilton et a. 1997); Cdifornias Greater Avenues to
Independence (GAIN) program (Friedlander et a. 1993, Gilbert et d. 1992); the Teenage Parent
Demongtration (TPD) (Kisker et d. 1998, Maynard 3 993); welfare waiver demongrations in Indiana
(Fein et d. 1997), Minnesota, Florida (Bloom et d. 1998), and lowa (Fraker et al. 1997); and earlier
date-based wefare-to-work studies, including the Massachusetts Employment and Training (ET)
Choices program (Nightingde et a. 1990); San Diego’'s Saturation Work Initiative Mode (SWIM)
(Hamilton and Friedlander 1989 and Gueron and Pauly 1991); and Bdtimore's Employment
Initigtive (Hamilton 1988 and Friedlander et a. 1985). Most of these studies considered the effects

of child care on employment only by constructing subgroups based on the age of the youngest child
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in the household (Fein et d. 1997, Fraker et d. 1997, Hamilton and Friedlander 1989, Hamilton et
a. 1997). A few studies--the GAIN, TPD, and ET evauations-measured the extent to which
employment was interrupted because of child care problems (Gilbert et d. 1992 Maynard 1993 and
Nightingdle et d. 1990). One study, the TPD evauation, measured participants satisfaction and
problems with child care arrangements (Maynard 1993, Kisker and Silverberg 1991). Only the
GAIN evduation attempted to measure the qudity of child care using parent ratings and to relate that
to parents employment outcomes (Meyers 1993).

More specificaly, Meyers examined how mothers perceptions of the qudity of their child care
arrangements and the convenience of those arrangements affected their progress in JOBS activities.
The sample included women participating in Cdifornias GAIN program who needed child care.
Mog of these women were voluntary participants. The study found that a mother’s assessment of
the safety of the child care arangement and of the trustworthiness of the provider were important
predictors of whether she was dill active in job preparation activities or employment one year later.
In addition, parents who reported using child care in which the child-gaff ratio exceeded
professiona standards were more than twice as likely as those who used care in-which the ratio did
meet the standards to drop out of GAIN activities. The parent’s assessment of the learning and socia
opportunities in child care were not significantly associated with the parent’s job-related progress
one year later. This sudy did not measure the quadity of child care using assessments by trained
observers, so we do not know how these might relate to parents perceptions or to employment
outcomes.

Rdaed informaion on the effect of child care qudity on a mothe’s ability to continue

employment or job-related activities appears in the evauation of the TPD program. In this program,
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mothers who were firg-time teenage welfare recipients in Newark and Camden, New Jersey, and in
South Chicago were randomly assigned to a participant or control group. Members of the participant
group were required to be involved in education, job training, or actud employment, and they
received support services and case management. The control group received AFDC but did not have
to meet any immediate work or schooling requirement. Kisker and Silverberg (1991) describe the
results of a survey of these mothers four months after enrollment. More participants were active in
employment or job-related activities at this point (49.8 percent of participants compared to 3 1.3
percent of control group members). About 20 percent of the active mothers in both groups reported
having child care problems that led them to stop work, change activities, or change hours of the
activity. When asked what child care problem affected ther activities, participants were much less
likely to cite the cost of child care (24.6 percent compared with 52.1 percent of control group
members) or its availability (37.5 percent compared with 47.9 percent of control group members),
reflecting the assstance they received arranging care. However, participants were much more likely
to say that the quality of child care presented a problem that led them to stop working or change their
activities or hours (29.1 percent compared with none of the control group members).

This finding suggests that mothers who are required to work as a condition of receiving welfare
benefits may try to manage with lower-qudity child care than they would in the absence of such a
requirement, but that this low-quality care may be the reason that mothers interrupt their
employment  activities. While the TPD evduation did not specify the types of qudity-related
problems that led mothers to interrupt their work, the GAIN study identified perceived safety,
trusworthiness of the provider, and child-gaff ratios as problems that contributed to different

degrees to women's decisons to end their voluntary GAIN activities. Further research on the
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relaionship of child care to employment outcomes in the context of welfare reform is needed. This
research would combine parent perceptions of qudity, professona observations of the qudity of
the child care arangement, and employment outcomes in the current environment of work
requirements and wefare time limits. An important policy question concerns the qudity of child

care used by women required to work as part of welfare reform, and whether (or to what extent) the
qudity of or the types of problems associated with that child care leads them to curtail their work

activities.  Another question is how the parent’s assessment of quality changes over time in relation

to a professond assessment of quadlity.

3. Early Intervention Studies

The literature on early intervention provides an additiond perspective on the extent to which
the qudity of child care might affect maternd employment. Early intervention programs provide
virtudly the only opportunity for low-income families to access high-qudity care, and therefore,
these programs offer researchers their best opportunity to measure the effects of high-qudity child
care on low-income families. A drawback of these studies is that the “child care” that is the focus
of sudy is usudly a carefully implemented program that would be very difficult to replicate in low-
income, community-based settings. Moreover, parents in the studies are never asked about their
asessment of the qudity of these settings.

In a review of how mothers benefitted from eleven center-based early childhood intervention
programs for children from birth to three years, Benasch et d. (1992) found that employment
outcomes for mothers were examined in only Sx programs.  Of these programs , five-the
Abecedarian Project, the Birmingham PCDC, the Teenage Pregnancy Intervention Program, the

Milwaukee Project, and the Teen Age Parenting Program--had dgnificant impacts on such
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employment-rlated outcomes as employment rates, employment stability, and earnings. Only the
Perry Preschool Program had no messured effects on materna employment.

More recently, Brooks-Gunn et d. (1994) reported sgnificant effects of the Infant Hedlth and
Devdopment Progran (IHDP) on the employment of mothers. This random-assgnment
intervention designed to improve the hedth and development of low-birthweight, premature infants
offered home vidting from birth to three years and center-based child development programming
in the second and third years- of life. Brooks-Gunn et d. (1994) found that mothers in the
intervention group were more likey to be employed than were mothers in the control group.
Employment effects were strongest for mothers with a high school education or less Cumulative
months of employment for less-educated black mothers were 14.1 for the intervention group and
12.0 for the control group; for less-educated white mothers, months of employment for each group
were 18.1 and 14.0, respectively. Intervention-control differences began to emerge a 18 months,
which corresponds to the first data collection point following the start of center-based care services
for the intervention group. The impact of the intervention on materna employment was stronger for
mothers of lighter babies (weighing 2,000 grams or less a birth), who were the. most biologicaly
vulnerable. These results are important because they suggest that the provison of high-qudity,
center-based care to low-income mothers of very young children can increase employment rates and
improve the dability of employment over time, and that these effects may be greater for parents of
children with specia needs. No other recent studies have looked at the effects of high-qudity child

care on low-income parents.
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IV. LINKING LOW-INCOME FAMILIES WITH QUALITY CHILD CARE

The previous chapter discussed how the qudity of child care can affect parents employment
decisons. The quality of child care is not the only factor parents consider as they decide whether
and how much to work, but it could have an important effect on employment. Some empirical
evidence supports the idea tha there is a link between the qudity of child care and the employment
of low-income parents of young children, dthough this relaionship needs further study.

If research were to provide a bass for deciding that higher-qudity child care is vauable in
promoting employment among low-income families, then the next set of questions we would ask
about the rdatiionship between child care and employment decisons have to do with linking low-
income families with higher-qudity child care. In connection with this issue, we discuss supply
condderations, incduding the qudity of child care in the U.S, the rdative scarcity of forma child
care in low-incomeneighborhoods, and the cost of providing higher-qudity child care. We dso
examine what is known about the demand for higher-qudity child care by low-income families and
congder how parent information, provider training, and child care subsidy policies could help link

parents with higher-qudity child care.

A. THE QUALITY OF CHILD CARE IN THE UNITED STATES

We do not have nationdly representative estimates of the quality of child care across the full
range of child care settings in the U.S. because measures of qudity, and even generdly accepted
definitions of qudity, do not exis for the full range of child care settings. However, even in the
more forma child care settings for young children, for which measures of qudity are well-
established, data on the qudity of child care are not nationaly representative because of the high cost

of measuring qudity rdigbly.
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The avalable data from a series of recent multi-gte studies of child care arrangements for
infants, toddlers, and preschool-age children suggest that very few child care centers or home-based
child care settings would be rated as good qudity on the available measures. These studies suggest
that the qudity of child care for younger low-income children is of even greater concern.  Our

discusson of child care in the U.S. begins with these two issues.

1. Quality of Child Care for Younger Children

While dructurd features of child care settings cannot be used as a proxy for process qudity,
there may be cause for concern when child-gtaff ratios and group sSzes are higher than professondly
recommended levels or out of line with even date regulations. Infants and toddlers, in paticular,
need a lot of individud attention from adult caregivers in order to encourage their socid, emationd,
and language development (Bomstein and Sigman 1986, Belsky et d. 1986), but a nationd study
of forma child care in 1990 found that child care settings for older infants and toddlers were most
likely to have group sizes, ratios, and levels of training that were below professonaly recommended
levels (Kisker et a. 1991). In many cases, ratios and group Sizes reported by center directors were
aso out of compliance with state regulations (Kisker et d. 1991). For example, center classrooms
sarving only 1 -year-old children have a recommended maximum ratio of 4: 1, but centers serving
infants actually maintained an average rétio of 6.2: 1. Only 32 percent of the centers serving 1 -year-
olds had average ratios of 4: 1 or better; the rest of the centers had higher ratios, and 13.4 percent of
the centers had ratios of 10: 1 or more. Between 19 percent and 33 percent of the centers serving 1-
year-olds were out of compliance with ther sa€'s regulaions for child-gtaff ratios. A recent
comparison of date child care regulations in 1990 with qudity criteria identified through research
and practice found that about three-quarters of the states had regulations for group size and ratios

that were poor or very poor in comparison with quality standards (Young et d. 1997). Given the low
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prevailing standards for infant and toddler care in 1990, it is of particular concern that Kisker et d.
(199 1) found that many proyiders were out of compliance with their state's regulations on ratios for
this age group.

Concerns about the quality of formal infant and toddler care are echoed in the Cogt, Quadlity, and
Child Outcomes in Child Care Centers study, which measured process quality of center-based child
cae in sdected communities in Cdifornia, Colorado, Connecticut, and North Carolina (Cog,
Qudity, and Child Outcomes Study Team 1995). Of the 225 center classrooms sarving infants and
toddlers, only 8 percent were rated good quality, and 40 percent were rated as being less than
minima in qudity (see Table IV. 1). In the lessthan-minima-qudity settings, children may face
poor sanitary conditions, safety hazards, a lack of warm, supportive relationships with caregivers,
andlor a lack of simulating play meterids thet foster physica and intellectual growth. Compared
with these infant and toddler classrooms, preschool classrooms were generdly of higher qudity. In
the 5 11 preschool classrooms, 24 percent were rated “good quality,” while only 10 percent were rated
as bang less than minima qudlity.

An ealier sudy of the qudity of center-based care found a smilar digtribution for the qudity
of center-based care in five other gtes. The Nationa Child Care Staffing Study rated qudity in 643
infant, toddler, and preschool classsooms in 227 centers in Atlanta, Boston, Detroit, Phoenix, and
Sesttle (Whitebook et d. 1989). Even though researchers limited the study to classrooms in which
caregiver-child ratios met recommended standards, the average scores only ranged from 3 to 3 .5 for
infant (3.17), toddler (3.57) and preschool (3.56) classrooms on a scale in which 5 is considered

good qudity (Whitebook et a. 1989).
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QUALITY OF CHILD CARE ACROSS TYPE OF
SETTING AND AGE OF CHILDREN

TABLEIV. |

Type of Child Care Setting and
Age of Children

Percentage of Seftings Rated:

Less than 3.0 3.0 to Less than 5.0 5.0 or Above
Child Care Centers 12.3 73.7 14.1
Infant/Toddler Classrooms * 40.4 51.1 8.4
Preschool  Classrooms 10.0 66.1 23.9
Centers  Serving Low-Income 17 69.7 28.6
Children
Head Stat Programs 0 56.4 43.6
School  Programs 0 76.3 23.7
Other Centers 4.8 76.2 19.0
Home-Based Child Care 35.0 56.0 9.0
Regulated 13.0 75.0 12.0
Nonregulated 50.0 47.0 3.0
Rdative 69.0 30.0 1.0
Source:  For child care centers: Cost, Qudity, and Child Outcomes Study Team 1995. For centers

sarving low-income children: Layzer et d., 1993. For home-based child care: Galinsky

et a., 1994.
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Homebased care, dather in formd, regulated family child care settings or in informd,
nonregulated home-based Sittings, is adso rarely of good qudlity, according to a study of home-based
care in Charlotte, NC; Ddlas/Fort Worth, TX; and San Fernando/Los Angeles, CA (Galinsky et d.
1994, Kontos et d. 1995). Regulated home-based child care was rated as higher qudity, on average,
than nonregulated home-based care , but even in regulated care, only 12 percent of the settings were
rated as having good qudity (see Table IV. 1). In nonregulated home-based care, fully haf of the
settings were rated as having “inadequate quality,” meaning that the settings offered unssfe and
ungimulating care for children; nearly 70 percent of the relative-care settings were rated inadequate.

Some have argued that providers of informa and relaive care tended to receive lower ratings
in the study of home-based care qudity because the globa qudity ratings the researchers used omit
such important features of informa and relaive-care settings as the close relationship between parent
and caregiver, continuity of care, and consgstency of cultura and childrearing practices. Instead, the
globa ratiings cover more inditutiond features that include the scheduling of activities, following
routines necessary for managing a large group of children (even when only one or two children are
being cared for), and having a variety of toys and child-sized furnishings in the home. However,
informa and relative-care settings aso were rated lower than regulated settings on such interactions
measures as the caregiver’s sengtivity toward children and level of responsve involvement with
children. Compared with providers of regulated care, relative care providers were rated higher on
levels of detachment and on low-level involvement with children. Responsiveness of adults and
involvement with children are important if children are to learn, build sdf-confidence, and develop
socidly.

Nevertheless, concerns about the appropriateness of qudity measures in the Study of Family

Child Care and Rdative Care led to a different gpproach in the current Nationd Study of Child Care
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for Low-Income Families. This study will examine the range of home-based child care settings used
by low-income families in several communities. Rather than attempt to define and measure qudity,
the study seeks to measure children’s experiences in child care by using a range of instruments that
characterize caregiver-child interactions, the child's experiences with peers and adults, and basic
hedth and safety issues so that vaid comparisons of qudity across the range of child care settings

can be made.

Response rates can be a serious issue in studies of child care qudity. Child care providers may
not want to have an interviewer observe the child care setting for severd hours, and mothers may
be unwilling to adlow the interviewer to contact the provider to st up an interview and an
observation time. In the Cogt, Qudlity, and Child Outcomes in Child Care Centers study, response
rates ranged from 41 percent in North Carolina to 68 percent in Colorado and Connecticut. In the
Study of Family Child Care and Redative Care, 78 percent of the providers who were directly
contacted agreed to participate in the study, while only 56 percent of the providers who were located
by asking mothers for a referrd participated in the study.

It is reasonable to be concerned that the providers who choose not to-participate in the
observationa sudy offer lower-quaity child care on average than those who are willing to be
observed. In the NICHD Study of Early Child Care, the families whose child care arrangements
could not be observed (because of either parent or provider refusa) had lower incomes and less
dimulating home environments on average than those who were willing to have ther care
arrangements observed.

However, parents and providers who develop a rdationship with the staff of a study are more
likely to agree to participate in the observational component of the study. In the NICHD Study of

Early Child Care, response rates for the observationd child care study increased over time, from 79
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percent a& 6 months into the study to 90 percent a 36 months. It is possble that the shift from
informa, in-home child carg in the early years to more indtitutiond forms of child care by age 3 may
adso hep to explain the increase in response rates, but a growing relationship with study staff may
have helped. The field needs to devote more attention to identifying ways of gaining cooperation
in sudies of child care quality so that we can have more confidence in the representativeness of the

results of these studies.

2. Quality of Child Care for Young Low-Income Children

Studies of child care qudity by income group suggest that children from middle-income
families and many lower-income families receive lower-quaity child care than do children from
higher-income families Phillips et d. (1994), based on data from the Nationd Child Care Staffing
Study and the Profile of Child Care Settings, found that quality in centers that predominantly served
low-income children (family income below $15,000 in 1989) was highly variable, with some centers
having very low qudity and others having very high qudity. Centers tha predominantly served
high-income children (family income above $60,000) provided the highest quaity of care on
average, and those tha predominantly served middle-income children (famixlv;/ income  between
$15,000 and $60,000) provided the lowest quality of care on average across multiple measures that
included ratios and group sizes, globa qudity indices, and indicators of caregiver behavior toward
children. The curvilinear relationship between income and the qudity of center-based care is likdy
to be the result of subsdies directed toward some child care settings for very low-income families.
Examples of such settings include Head Start centers, public-school sponsored programs, and other
centers in urban aress. However, centers that serve mostly middle-income families are not smilarly

subsdized, and the families themsdves have a limited ability to pay for qudity child care. For these
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reasons, centers serving these families may have to skimp on daff sdaries, materias, and equipment,
to the detriment of qudity,

Furthermore, research suggests thet, as a group, children from low-income families may receive
care that is of lower-than-average qudity. For example, the Nationa Child Care Staffing study
found that low-income families use accredited child care centers at a lower rate than children from
higher-income families (Whitebook et a. 1989). In addition, the centers used by low-income
families had higher staff turnover rates, devoted a lower percentage of their budgets to teaching saff,
and had gaff with lower leves of training.

Layzer et d. (1993) provide more evidence about how the pattern of child care subsidies may
lead to very different levels of qudity for children from low-income families. They examined the
qudity of child care in 119 centers serving predominantly low-income 4-year-old children in five
gates. The sample included Head Start centers, public preschool programs, and other child care
centers. The study found that average quality, based on messures of globa qudity and caregiver
behavior, was higher for Head Start and public preschool programs than for other child care centers.
Moreover, the other child care centers showed more variaion in qudity scores, with more scores
concentrated on the lower end of the continuum than was true of Head Start and public preschool
programs. Notably, Head Start and public preschool programs receive substantial public subsidies
and sarve very low-income children, while the other child care centers rely on a mix of parent fees
and more limited public subsdies, and they serve low-income and lower middle-income children.
Moreover, many Head Start and public preschool programs consder their program goa to be child
development and not day care for working parents, so they operate part-day and part-year, a practice

which does not accommodate the schedules of most working parents. Thus, children of lower-
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income working parents may have limited access to the best child care that can be avaladle to
children of low-income parents who do not work.

In contragt to the findings about center-based care, the findings on family child care and relative
care suggest that children from low-income families (income below $20,000) were in the lowest-
quality settings on average, followed by children from middle-income families (income between
$20,000 and $40,000), and then by children from high-income families( income above $40,000).
Average globa qudity scores- increased steedily by income group, as did average scores for
caregiver sendtivity (Gainsky et d. 1994). About hdf of the low-income families in the study used
relatives to provide child care, and researchers found that providers serving children from low-
income families were less senstive and had more redtrictive attitudes toward child rearing than did
providers who served children from higher-income families (Kontos et d. 1995).

An andysis of child care settings for 15-month-old children from the NICHD Study of Early
Child Care (NICHD Child Care Research Network 1997) shows that overdl, there is a curvilinear
relationship between family income and quality of care, but the relaionship is not as pronounced as
it was in the Phillips et d. (1994) study, which included only center-based care; “The NICHD study
included home-based as well as center-based child care settings, and so the weakening of the
curvilinear raionship found in Phillips et d. (1994) may be a result of including a broader mix of

child care stings.

3. Quality for School-Age Children
We unfortunately know little about the quality of child care for school-age children generdly
and for low-income children in particular. Two studies indicate that low-income children are less

likely than higher-income children to atend forma school-age programs. One sudy that focused
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on out-of-school time for low-income children did examine qudlity, but used a sample in which only
about one-third of the mothers were working. We discuss these studies further in this section.

A sudy of the characterigtics of 1,300 forma before- and after-school programs in the U.S.
(Seppanen et d. 1993) compared programs that primarily serve low-income families (on average,
55.5 percent of their enrolled children come from families with income below $15,000) with those
that do not primarily serve low-income families (on average, 10.1 percent of enrolled children come
from families with an income below $15,000). The daff compaosition by type of daff was the same
across the two types of programs, the wages were comparable; and the education levels of staff were
comparable. This dudy did not examine program qudity more directly.

Low-income children are not enrolled in forma school-age programs as frequently as are
higher-income children (Hofferth et d. 1991, Seppanen et d. 1993). A sudy focusng on after-
school care for low-income children ages 4 years to 7 years in Worcester, MA, St. Paul, MN, and
San Jose, CA found that most of these children were at home with a parent or other relaive after
school, watching teevison (Miller et d. 1996). Parents in the study cited economic, transportation,
and safety bariers to enrolling their children in a forma program; but most of these parents did not
work. Among employed parents (about 33 percent of the sample), 66 percent relied on the father,
partner, an adult relative, or an older sibling to supervise the child & some point during the after-
school hours; about 25 percent enrolled their children in an after-school program; 30 percent enrolled
their children in lessons a some point during the after-school hours, and about 10 percent left their
children home aone a least for some period of time. (Because many children were in multiple
arrangements, the percentages sum to more than 100.)

Miller e d. (1996) examined two aspects of qudity: children’s activities and parents

satisfaction. It found that watching televison dominated other activities, and that parents were
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disstidied with the levd of gimulation children were recelving during after-school  hours.
Unfortunately, however, the study did not examine these aspects of quaity separately for children
who were in sdf- or non-parenta care while their mothers were working, and the sample of children
of working parents was very smdl, so it is difficult to form judgements on the basis of this study

about the quality of care for young, low-income, school-age children while their parents work.

B. THE SCARCITY OF FORMAL CHILD CARE IN LOW-INCOME NEIGHBORHOODS

Although high-qudity child care is avalable to a limited degree for low-income families,
primarily through well-subsidized Head Start and state preschool programs, these programs tend not
to accommodate the schedules of working parents. The qudity of other child care centers used by
low-income children is much more variable. In this section, we look a the way in which center-
based and licensed care dots are digtributed as a means of exploring the idea that low-income
families may face a more limited supply of center-based care, thus condraining their child care
options. While forma child care is not necessarily of higher qudity than informa care, many low-
income parents want center-based care for their preschool-age children in order to prepare them for
school (Porter 199 1).

A sudy of the avalability of center-based child care examined nationwide county-level and
then zip-code-level data from Massachusetts on family income and the number of center-based
classes and dots (Fuller and Liang 1996). The study found that center-based care tends to be
avallable where it can be pad for, ether by families themsdalves or by subsdy programs. Counties
with higher median family income and grester concentrations of well-educated parents employed
in professond or technica fields had a larger number of available center-based-care dots.  Working-
class and rurd counties showed lower levels of supply of center-based care. The andysis of zip code

aress in Massachusetts found that the supply of center-based care was lowest for working class and
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lower-middie-income families (income of $20,000 to $40,000), greater for the lowest-income
families (income bow $20,000), and most plentiful for families with a median income of $40,000
and above. They dtribute this curvilinear reationship between family income and the supply of
center-based care to strong efforts by the state to support center-based care for the lowest-income
families through subsdy programs.

The interplay between income, employment, demographics, and government support is dso
evident in an anadysis of the supply of center-based and regulated home-based child care by zip code
area in four counties in California (Fuller et d. 1997). The same patterns of licensed care supply by
income are not found in every geographic area. In Los Angdes, Tulare, and Santa Clara counties
in Cdifornia, the supply of forma child care in affluent areas was as much as twice the levd as it
was in poor aress in these counties. San Francisco done stood out because family income was not
related to the supply of child care dots, a finding that the researchers attribute to greater political
activiam, locd government spending, and possibly other county-specific factors.

A sudy of child care supply in Illinois showed a greater shortage of center-based care in low-
income neighborhoods in a city with stringent child care center regulations and a state that provided
less support than Massachusetts for center-based care for low-income families (Segd and Loman
1991). As Fuller and Liang (1996) found nationwide, many rura counties in lllinois had few
licensed center- and home-based child care dots per capita However, Segel and Loman found that
the most severe shortages of licensed care exist in low-income neighborhoods of Chicago, where a
few of the lowest-income quintiles of Chicago zip code areas had no center-based child care dots.

The GAO (1977) compared the current known supply of child care with the projected demand
for child care under varying levels of work participation requirements in Batimore City, Chicago,

and Benton and Linn counties in Oregon (GAO 1997). Known supply generdly includes child care
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centers and regulated family child care homes, dthough in some dates, known supply may dso
include some unregulated providers. The GAO found that the percentage of current demand that
could be met by known supply ranged widely depending on the location and the age of the child.
Infant care was very scarce in most dtes, ranging from 16 percent of the projected demand in
Chicago to 67 percent of the demand in Benton County, Oregon. Preschool-age care was the most
plentiful, ranging from 74 percent of the projected demand in Linn County, Oregon, to 144 percent
of projected demand in Bdtimore City. School-age care was reatively scarce, with the percentages
of projected demand met by known supply just dightly higher in each dte than the infant care
percentages. Collins and Li (1997) examined the supply of center-based care and regulated family
child care in Maryland and lllinois by zip code in April 1996. They found that in Maryland, the
number of regulated child care dots per thousand children under age 13 fell as the percentage of
families in near poverty increased from less than 10 percent to more than 30 percent.  In lllinais the
number of regulated spaces per thousand children was lower overdl than in Maryland but had no
discernable relationship to the percentage of families in near poverty.

More research is needed to untangle the effects of family income,; femde labor force
participation, date regulaions, and subsdies on the price and supply of regulated child care.
Moreover, studies of the supply of child care that are based on resource and referral databases omit
legally unregulated care. In Maryland, only relatives are considered legaly unregulated care
providers, but in lllinois, reatives and others caring for fewer than four children are legdly
unregulated.  While some research has questioned the quaity of unregulated and rdlative care, they
reman a very important source of child care for low-income families. Undersanding how the

supply of child care for low-income children responds to family income, the availability and leve
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of subsdies, state regulations, and women's labor force participation -will require that researchers

have better definitions and gstimates of the supply of unregulated care.

C. THE COST OF HIGH-QUALITY CHILD CARE

If policymakers are to improve the qudity of child care for low-income children, they need a
better understanding of what aspects of the various child care settings need to be changed and what
it would cost to change them. Two recent sudies have carefully examined the cost and qudity of
ardatively large sample of child care centers (Cogt, Qudlity, and Child Outcomes Study Team 1995,
Helburm 1995), and two other studies have examined the same in a sample of family child care
homes (Kontos et a. 1995, Modigliani et d. 1996). Together, these studies provide estimates of the
cost of mgor components of child care services and conclude that there is only a modest postive
relaionship between cost and quality. However, more work is needed to understand the relationship
between the cost and qudity of child care, Shce many factors affecting the qudity of center-based
care have not yet been identified and measured, and in home-based care, measures of qudlity that
researchers believe are reasonable for smaler, unlicensed settings are just being developed.

Economists have usad production theory as a framework for thinking aboutx '{he cost of qudity
child care and what can be done to improve qudity. In this view, qudity child care can be thought
of as a sarvice conggding of severa “inputs’: gtaff or provider resources, materias and equipment,
pace, and the size of the group of children. In the shortrun, when the amount of space available for
child care may be difficult to dter, the service providers (center directors or home-based providers)
decide how to combine staff of various education levels and experience with groups of children of
various ages, and how much and what types of materias and equipment to provide, within a given

amount of space (Mocan et a. 1995, Mocan 1997, Blau 1997). Each of the inputs has an associated
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price, which must be weighed againg the income that can be generated from parent fees and any

subsidies from private and public sources. We use this badc framework in the following sections.

1. Cogt and Quality in Center-Based Child Care

The annua cost of child care in centers in the early 1990s was estimated to be $6,576 per child.
Child care is a labor-intensive sarvice, so the cost of sdaries makes up the mgority of a child care
budget. Inthe early 1990s, labor costs in centers were an average of 70 percent of the total budget,
occupancy costs were another 14 percent, and food was about 5 percent of the budget. The average
annuad cogt of $6,576 per child is an average over dl centers in the study, so infant care, which
requires more staff per child, would be more expensive per child, while preschool-age care, which
requires fewer staff per child, would be less expensive.  The large share of costs attributable to labor
suggests that any decrease in child-staff ratios or increase in saaries, which would raise labor costs
without changing the number of children, would increase average cods of child care subgtantidly.

Yet, the Cogt, Qudlity, and Child Outcomes in Child Care Centers study (Cogt, Quality, and
Child Outcomes Study Team 1995) found that average costs increase only modestly with increases
in quaity (Helbum and Howes 1996; Mocan et d. 1995). Increasing quality by 66 percent from
mediocre (a score of 3.0 on the ECERS or ITERS) to good (a score of 5.0 on the ECERS or ITERS)
would increase total costs about 10 percent, or about $300 per child per year. It cogts even less than
that to increase quality from poor (a score of 1 .0 on the ECERS or ITERS) to mediocre.

The literature does not provide strong guidance to policymakers about what features of a center
matter most for quaity, or about what changes would help to bring about qudity. Much of the
literature on developmenta psychology concludes that staff-child ratios are a criticdl dement of
quaity, but recent research usng good econometric specifications finds that the relationship between

ratios and qudity is modest (Blau 1997, Mocan et d. 1995). This concluson is consstent with the
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finding of the Codt, Qudity, and Child Outcomes in Child Care Centers sudy (Cogt, Qudlity. and
Child Outcomes Study Team 1995) that increasing center quaity by 66 percent (froma3to a5 on

the ECERS) would cogt only about 10 percent more (Mocan et a. 1995). Since center budgets are
70 percent labor cods, the cost of increasing qudity would have to be very high if staff-child ratios
had a drong reationship to quality. Moreover, caregiver wages, saff education and experience
levels, and other inputs also have rdatively modest associations with quality scores, and together,

these dements leave a large share of the variation in globa quaity scores to be explained by other

factors (Blau 1997, Mocan 1995). Blau, usng data from the National Child Care Staffing Study,

esimates the relationship between specific child care center inputs to quality scores, and includes
fixed effects in the modd to estimate the effects of unmeasured center-specific factors that may
afect qudity. The author finds that the proportion of the variation in globa quality scores explained
by the regresson rises from about 20 percent before fixed effects to nearly 70 percent after fixed
effects are added (Blau 1997). Further information on what center-specific factors affected quality
would be hepful, as fixed effects do not explain, in a manner useful for policymaking, what it is

about the centers that generated their particular quality scores. Mocan et al.’s (1 995) regressions on
the CQO data captured approximately 50 percent of the variation in globa quality scores, which may
mean that the CQO data contain some additiona measures of center features that contribute to
qudity.

The lack of a drong associaion between factors typicaly believed to influence qudity and
qudity scores, and the importance of unmeasured center-specific factors in quality suggest that we
have a lot to learn about what factors create a qudity center and how centers can create a quality
environment. Clearly, many mediocre centers have many of the same measured characteridtics as

high-quality centers—-acceptable child-staff ratios, smilar wages and daffing patterns, similar Staff
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education, training, and experience--and for this reason, models based on these variables find that
these features are not very helpful a predicting which centers have higher qudity. A rough analogy
gopears in the literature on ‘qudity in schools, a point noted by Blau (1997). In this literature,
researchergtrying to relate school inputs (for example, money and class Sze) to outputs (usudly test
scores) have been debating whether money matters to school outcomes. Researchers are pressing
ahead to measure more features of both the schools and the classrooms so that they can learn more
about what does matter to produce results in education. Similarly, researchers in child care are
trying to determine what factors affect quality scores for child care setings and have found that
much of the variance in quality scores is not explained by the factors we have measured thus far.

Research on child care qudity might benefit from moving in some of the directions taken in
education research. Firdt, researchers should relate inputs (ratios, group sizes, caregiver styles, and
other factors) to outputs (measured outcomes for children). Second, more features of the child care
setting that might make a difference for quaity should be measured. Some centers do seem to put
together saff, materids, and facilities in a way that crestes a high-qudity program for children. Are
these centers “creaming” the most tdented early childhood workers and providing mainly intangible
benefits, such as a free rein to develop a good program and the satisfaction of participating in a good
program with other taented staff? Or do these centers have high expectations for staff and provide
strong on-the-job training? We need better data on additiona features of centers that might help us
understand what practices and features distinguish high-qudity centers from others.

Some of these factors may have been captured in the data from the Cogt, Qudity, and Child
Outcomes in Child Care Centers study. Mocan et d. (1995) included severd varigbles measuring
the adminigtrator’s characterigtics (for example, education, professond involvement, and curriculum

involvement) and found that the regressons rdating qudity scores to child care center inputs
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explaned more of the variation in quaity scores than smilar regressons reported in Blau (1997) that
were based on data from the Nationa Child Care Staffing Study, which did not include measures
of the adminidraior's characteristics. Nevertheless, Mocan et d. (1995) included many other
varigbles-including indicator variables for state, auspice, and extent of service (for example, part-
day, summer camp, and sick care) that contribute to the higher R-square for these regressons but
do not offer any obvious direction for improving the quality of care. Only about 12 percent of the
centers in the Cogt, Qudity, and Child Outcomes dataset were of high quaity. This smdl group of
centers needs to be studied further ahd contrasted with mediocre and poor-quaity centers so that we
can messure more of what maiters most for qudity.

However, once we learn what factors contribute most to quality in centers, we may find that
these gpproaches cannot be gpplied across dl centers. For example, if good centers are “creaming”
the most talented staff off the top, there may not be many good people left who are willing to work
as child care teachers a current wage rates. Perhaps only 12 percent of dl centers can manage to
asemble and train the best staff at current wage rates so that they can atain qudity. To attract
additionad good child care teachers and Staff, it may be necessary to increase wages, which would
increase the cogt of improving qudlity.

While the edtimated cost of improving quality in centers was smdl, the CQO study aso found
that the fee differential between mediocre and good quality centers was even smaler than the cost
of improving qudity. Researchers concluded that for centers that rely heavily on parent fees, such
as for-profit and church-effiliated centers, there may be a disncentive to improve qudity because
fees cannot be raised sufficiently to improve qudity. For other nonprofit centers with more

diversfied revenue sreams, this disncentive may be weeker or nonexistent.
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2. Cogt and Quality in Home-Based Child Care

The codts of providing,home-based child care were estimated as part of the Sudy of qudity in
family child care and relative care (Helburn and Howes 1996, Kontos et a. 1995). The study found
that home-based child care costs an average of $4,660 per child per year. The provider's income and
sdaries for assstants and substitutes accounted for about 64 percent of the total budget, and food
was about 12 percent of the budget. Occupancy codts (repairs, remodding, utilities, and furniture)
were about 12 percent of the budget. Thus, occupancy costs make up about the same proportion of
the home-based care budget as they do for center budgets, but food costs are higher in homes and
labor costs are smaller.

The EFCC sudy found that while home-based child care providers had very low earnings,
providers who served eight or more children spent less per child in categories other than assstants
and adminigrative expenses than those serving fewer children. Furthermore, the qudity of care
provided in homes with eght or more children was sgnificantly higher compared to the average
level of qudity across dl homes in the sudy. Thus, the homes providing higher-qudity care tended
to serve more children, and the associated cost per child tended to be lower.

The EFCC compared primarily poor- and mediocre-qudity home-based child care because there
were too few homes providing good-qudity care in the study to support comparisons. Researchers
found that the cost per child per hour was higher in homes offering mediocre qudity care than in
poor-quality home-based care. More research is needed to define acceptable measures of the quality
of home-based child care. Once we have better information on the quaity of home-based care, it

would be usgful to re-examine the cost of providing home-based care a varying levels of qudlity.

61



D. THE RELATIVE IMPORTANCE OF QUALITY IN CHILD CARE CHOICES OF
LOW-INCOME PARENTS

To this point, we have discussed supply and cogt factors that affect the availability and quality
of child care for low-income families, and what it might take to improve the qudity and avalability
of child care for these families. However, linking low-income families with better-qudity child care
requires that parents be interested in these arrangements. If a supply of better-quality child care were
available, would families come? To examine this pat of the issue, we review information on the
importance of qudity in the child care choices that low-income families meke. The qudity of child
care is a very important aspect of the child's care arrangement, according to surveys of parents
(Hofferth et a. 1991, Kontos et a. 1995). Among low-income parents responding to the National
Child Care Survey 1990, 51 percent cited the qudlity of the child care arrangement as the firs or
second mogt important reason for choosng the main arrangement for their youngest child (Ross
1996). Y, other factors must also be important. Despite parents desire to use high-qudity child
care arrangements, many parents place their children in child care settings that are not of adequate
qudity. In Chapter 1l, we discussed how this discrepancy may be rdlated to parents ability to
observe the qudity of their children’s care sattings as professonds would. The d|screpancy can aso
be attributed to the tradeoffs parents must make as they weigh their options. These tradeoffs may
be paticularly acute for low-income parents, as we discuss in this section.

Low-income families spend a much higher proportion of their income on child care than do
higher-income families. For example, Hofferth et d. (1991) found that employed mothers with a
child under age 5 and family income below $15,000 spend about 25 percent of family income on
child care, compared with 10 percent or less for families with income at or above $25,000. Thus,

it is not surprising that low-income parents responding to the National Child Care Survey 1990 were
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four times as likely as other parents to cite affordability as a factor influencing ther child care
decisons (Phillips 1995). .

Due to the time, expense, and difficulty low-income mothers may face trangporting a child to
child care usng public trangportation, convenience of location is ancther criticad congderaion for
low-income parents when they choose child care arrangements. Commuting time (either to a job or
to child care) reduces the effective hourly wage. Since time a home may be more vaugble to sngle
mothers who do not have other adults to help with housework or child care, a convenient location
for child care may be even more important for them.

Other aspects of convenience are dso important to low-income parents. Especidly for parents
who work nonstandard or changing hours and do not have other adults who can help with child care,
convenience of hours is essentid to maintaining employment. Likewise, parents who have inflexible
work schedules and receive little leave time from work need child care that is convenient in terms
of rdiadlity. Sonengtein and Wolf (1991) found that among AFDC recipients in their study
population, the mothers who were most satisfied with their child care had arrangements that were
convenient in terms of hours and location, and they missed the fewest days of work because their
arrangements were reliable. Likewise, Meyers (1993) found that when child care arrangements were
inconvenient in terms of location and stability, parents enrolled in Cdifornias GAIN program were
more likdy to drop out of the employment and training program.

Parents preferences for child care arrangements that they perceive to be safe, nurturing (for
infants), educational (for preschoolers), convenient, affordable, and culturadly appropriate often
conflict with the child care arangements available to them. Researchers have found that no single
child care arrangement contains dl characteristics desired by low-income parents because each type

of arrangement has its own strengths and weaknesses (Mitchell et d. 1992). For example, reatives
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may care for fewer children in addition to offering affordability, culturd continuity, and convenience
in terms of hours. Centers, however, may provide more learning opportunities and a more
convenient location. Likewise, Siegd and Loman (199 1) found that mothers in their study expressed
a dedre for characteristicsthat could only be found in a combination of arrangements. For instance,
many mothers desred the educationad opportunities provided in centers but aso wanted the
convenience and affordability provided by relatives or other providers of informa care.

Emlen haes identified flexibility as a mgor criterion parents use when choosing child care, and
he assats tha dl parents need flexibility in ther lives in order to combine child rearing and
employment (Oregon Child Care Research Partnership 1997). Although there are many ways in
which parents can find the flexibility needed to meet ther employment and child rearing
regponsbilities, Emlen identifies (1) job flexibility, (2) family flexibility, and (3) child care
flexibility as the primary ones. To solve the puzzle of why parents do not aways select the highest-
quaity child care arrangement, Emlen’s research suggests that employed parents attempt to select
an affordable and good-quality arrangement that dso complements the degree of flexibility they have
in their job and family crcumstances. Low-income parents leaving wefare for work are likely to
have inflexible family Stuations (because they are sngle) and jobs that are not flexible in terms of
scheduling or leave time that would otherwise dlow them to respond to child care emergencies.
According to Emlen’s framework, such parents would need to find highly flexible child care
arrangements to sugtain their employment over time. Emlen (1998) has found that the child care
flexibility needed by low-income single parents with inflexible jobs tends not to be corrdated with
high quaity. High-qudity providers tend to be the mogt inflexible with respect to schedules for

providing child care.
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Thus, when low-income parents sdect child care arrangements, they must make tradeoffs and
set priorities among the features of child care they seek. Because low-income parents often face
congraints imposed by work schedules, lack of resources to pay for child care, and lack of
trangportation, they may need to choose child care that is convenient, flexible, and affordable, even
though it does not provide the level of qudity they dedre.

However, as we discussed in the previous chapter, Meyers (1993) study of participants in
Cdifornids GAIN program suggedts that there are limits to the tradeoffs that parents are willing
make in order to continue employment or related activities. While some mothers in Meyers  study
may have used arrangements that did not meet their preferences for qudity but were convenient and
affordable, the absence of some desired characterigtics represented a floor below which mothers
could not maintain their participation in GAIN. For example, when child-caregiver ratios did not
meet NAEY C gandards for the age of the child, mothers were twice as likely to drop out of the
program. Likewise, decreases in parents trust in their providers sharply increased their odds of

dropping out of GAIN.

E. POLICIES DESIGNED TO LINK LOW-INCOME FAMILIES WITH HIGHER-
QUALITY CHILD CARE

For the most part, our andysis of the literature so far indicates that low-income families with
working parents are unlikely to have access to formd child care, and many are usng informa and
relaive home-based care of uncertain qudity. Recent research on parent preferences indicates that
many are unhappy with the child care they are usng, but that they have made what they bdieve is
the best choice given the available options. Yet, the parent’s evauation of the qudity of the child

care arangement may be an important factor in employment decisions.
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If higher-qudity child care were made a god in policy that gpplies to low-income parents. we
would need to know how to, encourage providers to offer higher-qudity care and how to encourage
parents to use it. Some policies intervene on both the supply and demand sdes of the market,
dthough a careful andyss of the policies, their implementation, and the results has not yet been
done. We discuss a few examples here.

One example is military child care fadilities, which in 1982 were declared, “the ghetto of
American child care” but a the October 1997 White House Conference on Child Care, military child
cae was held up as an example for others to follow. Because of their success developing and
providing qudity child care, staff who operate the military child care programs have been asked by
the Presdent to offer technicd assstance to civilian child care providers. Brigadier Generd John
G. Meyer ., Chief of Public Affairs, presented his assessment of how quality had been improved
in military child care fadlities He cited higher funding, higher standards, enforcement of standards,
and incentives for gaff to complete traning and remain in ther jobs. Parents pay a fraction of the
cos of child care, depending on their income, but child care facilities are heavily subsidized by the
militay. Standards are “a about the mid-range of state regulaions’ but are strictly enforced through
four annual, unannounced ingpections. Staff are required to complete substantial amounts of training
within a certain amount of time. If they succeed, they are rewarded with higher compensation; if
they fal, they lose their jobs. Child care facilities are expected to work toward nationd
accreditation, and currently, 75 percent meet NAEY C standards. This gpproach to improving child
care qudity sats up a framework of financid support, expectations, and accountability, which may
be contrasted with the approach taken by loca child care agencies, which teaches child care
providers how to improve qudity, but usudly without finencid support, expectaions, or

accountability. While the fulll military mode may not be trandferable to the broader civilian world,
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dates are capable of providing more financia support for child care, setting reasonable qudity
gandards and enforcing them through frequent unannounced inspections, and setting higher
gandards for daff education and training.

Many of the Strategies used by the military focus on the supply sde, but interventions that affect
both parents and providers are dso possble and may help to provide incentives and ensure
accountability that can encourage higher qudity. In Jacksonville, Horida, the Jacksonville
Children's Commission, which contracts with the stai€'s Department of Hedth and Rehabilitative
Services to adminiger the child care subsdy programs for low-income working families, has
developed a sysem of support and incentives for child care providers designed to improve the
quality of child care for low-income families. Providers who are interested may apply each year to
become part of a network that subcontracts with the agency. Under the subcontract, providers
receive training and on-site technical assstance to improve the qudity of care; in exchange, they are
frequently monitored by the agency to ensure compliance with higher quality standards. The agency
informs parents who receive child care subsdies of the avalability of child care providers who
subcontract with the agency and explains how the subcontract system works to improve the qudlity
of child care. Parents are free to choose a child care provider that has a subcontract with the agency
or any other legd provider outside the subcontract system. The fact that the agency counsds parents
who receive child care subsidies about the quality of care so as to highlight the benefits of choosing
providers under contract with the agency serves as an important incentive to those providers to
pursue qudity gods.

Smilar initigtives are taking place in other aress, including Seettle€'s city-funded child care
assgance program and North Carolinds Smat Start program. These programs have severd

elements that work to varying degrees on the supply and demand sides of the market. To improve
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quality, providers need more resources, and they often need technical assstance and training in order
to know how to improve quality. To ensure that the additiona resources are used to improve qudlity,
incentives must be offered to providers. Such incentives may include additiond funding thet is
contingent upon meeting higher sandards for qudity. To ensure that the parents who need higher-
qudity child care are matched with good-quality providers, they need the necessary resources to
afford higher-qudity child care and information that will help them sdect higher-quaity providers.
No careful evduations have been made of the effectiveness of these Strategies in producing higher-

qudity care, the cost of doing so, or the degree to which agencies are successful in encouraging

parents to choose high-quaity child care.

Parent choice can be a chalenge in these systems.  Although the qudity of child care can be
improved through resources, training, and incentives for providers, parents may gill opt for the
informa provider or relaive, potentidly eroding provider incentives to improve qudity. Thus, an
important question concerns the choice the parent makes when she is well-informed about the
importance of qudity child care for hersdf and her child, and the consequences of that choice for
employment and her child's development.

In asudy of wefare and child care sysems in 23 citiesin 15 states, Ross (1996) found that few
cities offered comprehendve information about the availability of child care and how to choose a
quaity child care arrangement to low-income families seeking child care subsdies. In a few cities,
comprehensve information and subsdy services were available in the same place, ensuring that
families received both financid assstance and hedp choosng child care. In other cities services
were coordinated with varying degrees of success. In some cities, no information about choosng
child care was provided to families seeking subsidies. Clearly, much can be done to improve the

match between low-income families, their jobs, and their child care arrangements. Ross (1996)
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provides a discussion of best practices for informing parents about choosing child care. Counselors
should discuss parents needs in terms of schedule, job or family flexibility, any specid needs of the
child, trangportation problems, and backup care if a provider child becomes ill. They should then
discuss how different types of child care might meet these needs. Counsdors should explain how
to interview a provider, what to look for when observing a child care setting, and why it is important

to vist at least three child care settings before making a choice. Checklists and brochures can be
hdpful. Only one city--Jacksonville--hadstrong parent information services coupled with a known
supply of higher-qudity child care. The effect of these counseling services on parents choices of

care has not been evauated.

' Centers serving predominantly low-income children were defined as those in which at
least 85 percent of the enrolled children came from families with income below 185 percent of
the poverty line ($24,790 for a family of four in 1991). Note, however, that 90 percent of Head
Sat children mugt have family income beow the poverty line
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V. SUMMARY AND RECOMMENDATIONS FOR RESEARCH

Child care and welfare program administrators who alocate scarce child care resources across
families often view their task as a conflict between promoting employment by providing a little
assdance to more families and promoting children’'s development by investing more resources in
fewer families in order to purchase higher-qudity child care. In this paper, we have examined the
evidence for a link between the-qudity of child care and employment that might lead to an answer
to the question of how much assistance should be provided to each family if employment is the
primary policy god. |If the qudity of child care affects parents employment decisons, then
providing too little assstance may lead to poor-qudity child care that undermines parents efforts
to become sdf-sufficient.

As we examined the literature on the questions of quality, parents’ preferences, employment,
and child care suppiy, we found enormous gaps and some inconsstencies. For ingtance, we have
avery limited knowledge base about the qudity of some important types of child care.  We also have
a limited understanding of the relationship between parents and professionals’-judgements about
quadity and about whether and by how much quaity may affect the employment decisions of low-
income families in the current welfare policy environment. Similarly, we do not know enough about
how quality child care could be developed in low-income neighborhoods or about how parents can
most effectively be encouraged to choose qudity child care if it were made avaldble In this

chapter, we discuss these gaps and make suggestions for a research agenda that could address them.
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A. THE QUALITY OF CHILD CARE

Conceptudizationand--measurement of qudity in forma settings for al ages is wel-developed,
dthough there are areas of measurement, including culturd variaions in qudity, that need further
attention. For infants, toddiers, and preschool-age children, the qudity of forma care has been
measured  extensvdly.

For the full range of home-based child care arrangements and al but the forma school-age child
care arangements, the research is further behind. Conceptudization and measurement of qudity
is much less well-developed, and there is a great need for work in this area. The definition and
measurement of qudity in home-based child care settings may be advanced by ACF’s Study of Child
Care for Low-Income Families. This study is measuring children’s experiences in home-based child
care dthough it is not explicitly defining and measuring qudity. To measure children’s experiences,
the study will draw on observationd ratings of caregiver behavior, children’s activities, and the child
cae environment. Most of the measures that are being used to measure features of the child care
setting are modifications or adeptations of existing messures. The researchers are emphasizing
measures that can be used across a range of child care settings, from relative careto licensed, home-
based care. This is an important strategy for addressing questions that compare child care settings
and ask how important festures of child care in a range of settings affect family and child well-being.

Although that study represents an important first step in measures development for informal
care, only afew of the measures have been used e sawhere because, for the most part, the researchers
are adapting ingruments for the study. Our state of knowledge about child care qudity and its
corrdates will be stronger if work can continue to identify aspects of qudity and develop generally-

accepted measures of qudity, and then use them in a variety of studies and settings so that we can
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gan a better understanding of how these measures relate to children’s outcomes and other important

variables.

« Continue to Identify Features of a Quality Child Care Arrangement, Develop
Measures of Quality, and Use Them Across Studies Relating Quality to Child
Outcomes - Efforts made in the Nationd Study of Child Care for Low-Income
Families to measure desrable and undesirable features of home-based child care
settings should continue in the direction of identifying feetures of a qudity setting and
acceptable measures of those features. Measures development should continue so that
researchers learn more- about the psychometric properties of the measures, develop
more eaborate interviewer guides, and publish the measures so that they can be
adopted by other researchers. Research on quality that uses these measures should
report on the relationships between the quaity of care measured by these instruments,
features of the child care settings associated with quality, parents perceptions of
quaity, and the cost of qudity.

In the area of school-age child care, reatively more attention has been devoted to qudity in
forma settings, but these may not be appropriate for children older than 9 or 10. Much more work
needs to be done to conceptualize and develop measures of quality in school-age child care that are

gppropriate across types of settings, across the age span, and in particular, for low-income children.

Develop Measures of Quality in School-Age Child Care -Psychologistsand education
professonas should be brought together to identify the criticd dements of qudity in
school age care and then, how they might be measured. This work should draw on
parents and children’s perspectives on qudity. Parents may want a safe place for ther
children where they can be supervised in condructive activities, or they may want
children engaged in remedid academic work. The measures developed by this group
should be tested in low-income school-age child care settings, across multiple gSites,
types of care, and age groups. Psychometric work would need to be done to understand
the properties of the scales, and solid documentation for interviewers and researchers
would need to be developed so that the measures could be used in a broader range of
child care studies.

o Study the Quality of School-Age Care Used by Low-Income Children of Working

Parents = The measures developed in the study described above should be used to
sudy qudity in multiple Stes based on a sample of low-income school-age children of
working parents. The study should obtain longitudina data that can be used to track
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changes in child care arrangements and children’s development over time, so thet it is
possible to control for family sdlection effects when estimating the effect of child care

qudity on development.

The theoreticd model of the effects of qudity child care on parents employment decisons
described in Chapter 111 suggests that parents opinions of child care quality are important in thelr
employment decisons. Some important work has explored the reationship between parents and
professonds evauations of the qudity of child care settings. However, additiond efforts should
focus on how parents evauate qudity and how these evaduations change over time as they observe
their child's progress and obtain more information about the child care arrangement.

« Study Parents’ Perceptions of Quality - A study of parents perceptions of qudity
could be embedded in a longitudina study testing the effects of invesments linking
low-income families with qudity child care so that the study includes more variation
in qudity of care and enables us to measure changes in parents perceptions over time.

The study would consder such questions as. How are parents perceptions of the
qudity of ther child care arrangements formed, and how do they change over time?
How do parents perceptions of quality differ from those of professonds? What is the
relationship between qudity from the parent's point of view and employment
outcomes, and what is the relaionship between professond evauations of quality and

employment outcomes? What can professonds learn from parents about the quality
of child care?

B. THE RELATIONSHIP BETWEEN QUALITY OF CHILD CARE AND EMPLOYMENT
Virtudly no sudies have examined the rdationship between the qudity of child care and
parents employment outcomes. The only exceptions are a recent early intervention study (Brooks-
Gunn et d. 1994) and a study of JOBS participants in Cdifornia (Meyers 1993). The former study
contrasted professondly defined high-qudity child care agangt generdly avallable child care, which
was likely of lower qudity, and found that mothers entered employment sooner and were employed

for more months when they had access to high-quality child care. The latter study used parents
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reports of the quaity of child care across severd different dimensons and found that parents were
more likely to quit JOBS activities when their children were in settings that were crowded or not as
safe as they might have been Both of these studies examined the effect of child care on employment
for parents of children under sx years of age.

Further research is needed on the rdationship between qudity of child care and parents
employment using a current sample of low-income working parents and parents receiving welfare
who face work requirements and time limits. If we improved the qudlity of child care available to
low-income parents, by how much would employment outcomes be improved? Many employment
outcomes should be examined, including hours of employment, absences and time lost from work,
continuity of employment, job progresson and promotion, earnings, atitudes toward the job and co-
workers, job dtress, and work/family stress.

Some of these questions could be examined at reatively low cost by analyzing the NICHD
Ealy Child Care Study database. Unfortunately, the NICHD sample of low-income families is
rdaivdy smdl. But the data are longitudina, which would help in controlling for family sdection
effects, and they contain information on both employment and the quality of child care measured at
frequent intervas. Similar opportunities to study the effects of qudity child care on employment
in longitudind samples may become available when deata from the Early Head Start evduaion and
the Early Childhood Longitudind Study - Birth Cohort are released. Another opportunity could be
crested by desgning a research demondration that would randomly assign low-income working
parents and parents receiving wefare to have access to high-qudity child care. We discuss this idea

below.
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C. LINKING LOW-INCOME PARENTS WITH HIGHER-QUALITY CHILD CARE

To bring low-income pqarents and higher-quality child care together, the qudity of exigting child
care must be improved, and parents must be made more aware of what to look for in a qudity child
care setting.

The Cogt, Qudity, and Child Outcomes in Child Care Centers Study (Helburn 1995) examined
costs and the qudity of care in child care centers. Andyses of the data have identified some of the
features of care that affect quality scores but leave a lot of the variation in quaity unexplained.
Further studies are needed to determine what features of child care centers make a difference for
qudity. In addition, we need more information about what it takes to improve qudity in centers.
The military child care centers and centers participating in North Carolinds Smart Start program are

working toward improving qudity, and their experience may be ussful.

Conduct a Process Analysis of Child Care Centers and Homes of Varying Quality —
Good-quality centers and home-based care need to be examined and contrasted with
moderate- and poor-qudity centers and home-based care so that additiona variables that
contribute to the quality of the child care setting can be identified.

. Evaluate the Smart Start Child Care I nitiative-Much more needs to be learned about
North Carolind's inititive to improve the qudity of child care across the date. A
process evauation would help to identify gpproaches that seem to be working and the
response of child care consumers to improved child care qudity in their communities.
The evduation would need to measure qudity in child care arangements participating
in the Smart Start initiative and would involve taking to saff and agencies in severd
counties to identify a variety of gpproaches that seem to be working. The evduation
should aso consder what factors seem to be a necessary part of a high-qudity child care
seiting and how these might be measured in a sudy that includes a large number of child
care stings. The god of this part of the andyss is to learn more about the “center-
specific factors’ measured by Blau (1997) so that policies can be desgned to make these
factors more common in child care arrangements.
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Evaluate the Military Child Care Facilities—In contrast to the Smart Start initiative,
which seems to be voluntary and uses financid incentives for participation, the military
modd involves a set of rules, much like state regulaions with strong enforcement, aong
with financid incentives. A process evaduation of this gpproach to improving quaity
would dso be vduable to identify the mgor approaches to improving quaity. Also

important is the fact that the military child care program has worked with home-based

providers to improve quality, and these approaches should be part of the process
evaduaion. What approaches to quality improvement seem to be effective for home-
based providers? Findly, this process evauation should aso consder what seem to be
the important components of a high-qudity child care setting, and how these
components could be measured in a study that includes a large number of child care
Setings.

Learn More About the Wage Elasticity of Child Care Teachers ‘Labor Supply—Blau
(1993) has examined the supply of child care labor and concluded that supply is very
elagtic with respect to wages, but it appears that the current wage levels are not caling
forth well-educated and well-trained professonads who can create quality programs for
children. We suggest examining the military child care experience and possbly the
Smart Start experience in North Carolina to learn about what wages are required to
atract and retain highly qudified child care gaff.

. Design an Intervention to Test Approaches to Improving Quality-After the
evauaions of gpproaches to improving qudity, a demondration should be designed to
test the efficacy of different gpproaches to improving quality in center-based and home-
based child care in low-income communities. The gpproaches might include a
combination of direct or indirect provider traning with some financid incentives,
expectaions, and accountability. Information should be collected about implementation
issues, the qudity of care over time, and parents choices of child care and ther
employment outcomes throughout the initiative. .

The Quadlity in Family Child Care and Relative Care Study (Kontos et a. 1995) examined the
cost of providing home-based care, but the measures of qudity in that study have been criticized for
bias againgt smaller-scde, kith-and-kin care. Very few homes in the cost study were rated as
offering high-qudity care. Therefore, it would be useful to conduct a cost sub-study as part of a
future large-scale study of the qudity of home-based child care, so that we would obtain cost

information across a range of qudity in child care providers used by low-income families.
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Learn More About Features Related to Quality in Home-Based Care-Data from the
Nationd Study of Child Care for Low-Income Families should be analyzed to learn
more about what features of home-based care are associated with good developmental
outcomes for children.

We adso know very little about how the quality of home-based child care interacts with the age
of the child, how qudity changes with the supply of home-based child care, and how the qudity of
home-based child care might be improved. In home-based child care, where providers are unlikely
to be trained as early childhoodprofessonds, qudity child care may be an accident of temperament
andlor culturd values. Many homebased child care providers do not view themseves as
professond child care providers, so they may not be receptive to early childhood training.  Instead,
training approaches may need to come from the parenting or family support fidds. We need more
research on effective ways in which the quality of home-based child care can be improved. We dso
need to know more about turnover and reliability in home-based child care arrangements.

We know verylittle about the supply of home-based child care and how it interacts with child
care regulations, child care subsidy program rules, the state of the loca labor market, neighborhood
poverty, family income, and the demand for child care by low-income mothers. A fairly large supply
of home-based child care appears to emerge when parents need child care services and/or when state
welfare agencies are willing to pay unregulated care providers. More information is needed about
how the supply of home-based child care reacts to demand and regulatory conditions in the current
wefare policy environment of work reguirements and time limits.

Response rates in child care quality studies need to be improved. A reaionship between study

daff, and parents and providers may help in this area. It may aso be possible to improve the ways

in which study gaff communicate the gods of the study to providers they hope to recruit for the
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study and develop the trust and interest of parents and providers so that they will participate in the
sudy. Gresater incentives may be necessary to encourage participation in the study, as child care
obsarvations can be fairly disruptive for providers.

Research is ds0 needed on drategies for informing parents about the importance of qudity child
care for themselves and their children and about how to identify a qudity child care arrangement.
If parents were informed about the importance of qudity and told where to find affordable, high-
qudity child care, would they use it? If they did not, would they choose child care of poorer quaity?
For example, we might find that the parents who receive information about a good-qudlity, center-
based child care program that is affordable, but who choose a home-based child care arrangement
instead may be the ones with access to good-quality home-based care. What drategies would be
most useful and cod-effective for informing parents about qudity child care? Many low-income
parents dso need flexible child care arrangements, so drategies for getting information to parents
about child care may need to address flexibility as well as qudity.

Many of these questions could be addressed by an intervention that would test gpproaches to
providing low-income parents access to qudity child care, give them the resources to pay for quaity
child care, and ensure that a supply of qudity child care is avalable. The intervention to improve
low-income parents access to qudity child care could take place in any community in which there
is a supply, abeit limited, of high-quality child care. Idedly, the intervention would be implemented
in conjunction with a well-organized child cae subsdy sysem, in which dl parents seeking
financid assgtance vist the same place, and this agency dso offers good-quality information and

referrds.
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One intervention group would receive information about choosing child care based on the best
practices developed to date. Recent work by Ross (1996) and by the National Child Care
Information Center (1998) provides a discussion of best practices for informing parents about how
to choose child care. Many parents do not follow any search procedure when they seek child care,
s0 counsdlors would work with parents to help identify what features they are looking for in child
care and what steps they should follow to improve their chances of finding it. Counsdors would
help parents develop flexible backup child care arrangements. Parents would be subsidized at a
higher rate if they chose high-quality child care, so there would be no cost disadvantage to the family
to choosing qudity child care. Ultimately, the family’s child care costs would be the same regardless
of their choice of child care. Counsdors would be avalable to hep families when they need to
change child care arrangements and to ensure that a child care placement was made. A second
intervention approach would be to direct parents specificdly to a few good-qudity child care
providers who reserve some dots for families in this group. Counsdlors would till need to provide
parents with information about how to search for child care, help them identify what features of child
care they are seeking, and hep them arrange flexible backup child care. A third approach would
have the agency work with both parents and child care providers to hep parents identify and find
the features of child care they are seeking and providers to supply the features of care parents want.
The agency would act as an intermediary to help link parents and providers, but more proactively
than is current practice in most R &Rs. Parents would receive information and coaching on search
drategies, and they would offer information to agency daff that would hdp improve technica
assgtance to providers. The leve of qudity for this option would be determined as parents and

providers work with the agency.
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Research would address the following questions:

 What is the qudity of child care chosen by parents?

e Wha factors affect families choices of child care? How does the provison of
information about choosing qudity child care affect the qudity of child care chosen?
How does the provison of information about choosing flexible, high-quaity child care
arangements affect the qudity and flexibility of choices?

¢ What are parents perceptions of the qudlity of therr child care arrangements over time?
Do parents and professionads come closer to agreement about the qudity of a child care
arangement when parents have been informed about how to identify and choose a
qudity provider and have followed a more informative sdection process? Are
perceptions of qudity affected by the degree of flexibility of child care arangements?
What can professonds learn from parents about the qudlity of child care?

» How does the qudity of child care, measured from the professond’s and the parent’s
perspective, affect employment outcomes? How do flexibility and qudity interact to
affect employment outcomes?

« Does the qudity of child care make a greater difference for the employment outcomes
of parents of infants and toddlers or for parents of preschool-age children? Does the
flexibility and qudlity of child care make a greater difference for employment outcomes
of parents of infants and toddlers or for parents of preschool-age children? Does
consumer information affect the qudity and flexibility of choices more for parents of
infants and toddlers or for parents of preschool-age children?

« How does the qudity of child care affect children's outcomes? The experimental
vaiation in quaity and the measures of qudity and children’s outcomes over time gives

us a rare opportunity to measure the impact of qudity child care on children in a
methodologicdly sound way by controlling for family sdection factors.
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